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swtement as of Decernber 31, 2006 ot P Y SiCians Health Plan of South Michigan

ASSETS

Current Year Prior Year
1 2 3 4
Net Admitted
Nonadmitted Assets Net
Assets Assets (Cols. 1-2) Admitted Assets
1. BONAS (SChEAUIE D)....cooverrereeceirrieeieeieesses s sessssesssss st sssssssssensssssssssssnns | seseessssessnned 6,542,135 | ...oorerecrnerrieeeireneen [ e 6,542,135 | ..ocvorerirnn 8,174,244
2. Stocks (Schedule D):
2.0 Preferred StOCKS.......ccuciricieciecrintie st snsssssenienns | cesieninssissiesisessessense | e | s (U OO
2.2 COMMON SHOCKS......oouvererriererirmissencesssisessscniessssensessssssessssesssesssssessssnnessesses | sesssessssnsessesssnsssnessssnens | toneessenessesssesssnesssensesns | resssesmsesesssesmmseesennn (U (OO
3. Mortgage loans on real estate (Schedule B):
BT FIISEIENS ..o [ s | s | (U1 OO
3.2 Other than first IENS.........cc.oiuiriiiie s sissiesseesieens [ reriresinriesiesssseesineses | coteenisnssesesessesiesssesseens | s 0 [,
4. Real estate (Schedule A):
4.1 Properties occupied by the company (less §.......... 0
ENCUMDIANCES).....vvvvrrisrisisessssssssssssssssssssssssessesssssssssessassesssessessesssessessesssessessosss | sssessessssessesesssesessensns | sesssssssssssssssssssssssssssnnsns | ssessssssnssassssssnsssssansns (01
4.2 Properties held for the production of income (less §......... 0
encumbrances)
4.3 Properties held for sale (less $
5. Cash ($.....185,852, Sch. E-Part 1), cash equivalents ($
Sch. E-Part 2) and short-term investments ($
6. Contract loans (including $
7. Otherinvested assets (Schedule BA)
8. ReCeiVabIes fOr SECUMLIES. ...t | crnniesseesississsssesisnsneens | cerinssonsiesinsisssesineso | eriresinneessesnne s (U1 OO
9. Aggregate write-ins for iNVESted @SSELS.........orwererrirrerirrieiresee et
10. Subtotals, cash and invested assets (Lines 1to 9)
11. Title plants less §.......... 0 charged off (for Title INSUFETS ONIY)........cverereerererrerneenrinnieenns | cereerreneirersessseseessinnenes | veereiesensessesennsssssssssnses | eeneensensesnssnssnnssssensennd (01 U
12.  Investment income due and aCCrUEA............cccvuriniiniinrinsiniiissesssssseessisens | e 116,256 [ ..o [ e, 116,256 | ..ocvovcvvvirnne 143,406
13.  Premiums and considerations:
13.1  Uncollected premiums and agents' balances in course of collection..........ccccceeees | covrererireinnnnns 445047 | oo 163,604 | ...ccooovvrrnnne 281,443 | oo 689,319
13.2 Deferred premiums, agents' balances and installments booked but deferred
and not yet due (including $
13.3  Accrued retroSpPECtiVe PrEMIUMS...........ocucuucecereeireeeeereereeseessessessesssssesssessessessssssess | sressessesesmsessesssessessssnes | ceneessesmesnsunsssmssnssssssnssnns | esessenmesssssssnsssessnsennes (01 TR
14, Reinsurance:
14.1  Amounts recoverable from FEINSUIETS...........ccceevevevecreiereieiseeeeseeeeseenseesesssesenes | ceeeesessesisesenns 37,860 | .o | e 37,860 | oo 35,177
14.2 Funds held by or deposited with reinsured COMPANIES..........cccevirererriiiieereeereiies | e | rereeeieessseseseeees | cveresieisieeee e (01 [OOSR
14.3  Other amounts receivable under reinsurance CONracts............cocveenrnerneinienens [ coverivciiniinene 225,466 | ...oooevvrreerierinrieninnns | e 225,466 | ..o
15. Amounts receivable relating to UNINSUIEd PlaNS..........coverererinirrrniseineieieenssssessesnsess | seeressnnesessssssssessssesseess | cresseesmssssssssssssssssssssssnnes | sesssessssnssnssssssnssessnsens (01
16.1 Current federal and foreign income tax recoverable and interest thereon..........c.oceeees [ oeviiecsineiceee [ | e (01 RO
16.2 Net deferred taX @SSEL......oviirrircrrieiiecierie et stessss s ssnssns [ sressesssnssessessesssnssessesssees | susessnssessnsssssmssnssssmssnns | tosessesmssssssssnsssessnssnnes (01
17.  Guaranty funds receivable Or ON AEPOSIL.........c.c.euiverrrireiriiiieieeiieisesssiessesssssesesenes | cevessssesesissessssessssssnsses | srnessesesssssssssessssessnnes | sensesiesissssessssssssen (01 R
18. Electronic data processing equipment and SOftWare...........ccccccvvvvcvreereeieereieieveieseeeeis | ceveeverinieens 5451740 | oo 5451740 | oo (01 IO 61,055
19.  Furniture and equipment, including health care delivery assets (§.......... 0)eeeirerriereiees | e 80,604 | .cvvverrrerein 80,604 | oo (01 IS 24,733
20. Net adjustment in assets and liabilities due to foreign exchange rates.........cc.ccovvvveeeveies [ eevveeiirieceeinieveecees f e | 0 [
21. Receivables from parent, subsidiaries and affiliates..........ccccooverereviniesieinieiseieiens [ e 14,422 [ e | e 14,422 | 6,973
22. Health care ($.....1,025,937) and other amounts receivable................ccoecueervreeerrverrisnnres [ coviverinn 1,067,094 | oo 33,635 | ... 1,033,459 | 1,060,346
23. Aggregate write-ins for other than invested assets...........ccoocveeveveecinescseineseiseisssseins [eoecieiessiseienneene 31,210 | i 31,210 | i | s 0
24. Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell Accounts (LINES 1010 23).....cc.crvrmreereerrerineeeinerniseeesseessessseesseessessesenssssssssssssnes | coneesensessns 34,456,867 | ....ovvvvvneen. 6,453,360 | .....ccoonnvn 28,003,508 | ....coovvenen. 36,147,127
25. From Separate Accounts, Segregated Accounts and Protected Cell ACCOUNS........c.cov. [ oererieeieieieiisieieiieens | e sesiens | vvvesiesiessssssssnessnsns (01
26. TOTALS (LIN€S 24 NG 25)........cooiveereeiiririrecererieeeessnnsseesssssmsesssesssssssssssssesssssssssses | oeveimseeenees 34,456,867 | ......ccoovne.. 6,453,360 | ... 28,003,508 | ............... 36,147,127
DETAILS OF WRITE-INS
09071, oottt Rttt | ettt ennsnas [ ertseeet st nent s | cenens s (U (O
0902, ..o Rt | retntenn et ennsnas [ crtrenes s enntnenes | eeieeni s (U (PP
0903, .ottt | et st [ ertreest st eentnenes | ceeens e (U (O
0998. Summary of remaining write-ins for Line 9 from overflow page..........cceeveeveveerevinreeeens | covvveeeeseeseee s (01 U (01 U (01 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (Line 9 @abOVe)..........c.ovvveeveveevererererereceeeeees | e (O I (L P (U 0
2301, Prepaid INSUFANCE........ccovuiveiiiieiieeeieeeie ettt sre s snsnes | evvvssesssesesssnes 31,210 | e 31,210 | oo (01 [OOSR
2802, oot en st | ettt enssnas [ ertreneten st eentnenes | ceeene et (U (O
2303, et
2398. Summary of remaining write-ins for Line 23 from overflow page..........cccocvvviererrrennnnnn.
2399. Totals (Lines 2301 thru 2303 plus 2398) (Line 23 abOVE)........oveiurierresiieriarissessisneanens




swtement as of Decernber 31, 2006 ot P Y SiCians Health Plan of South Michigan

LIABILITIES, CAPITAL AND SURPLUS

Current Period Prior Year
1 2 3 4
Covered Uncovered Total Total
1. Claims unpaid (less $.....28,673 reinsurance ceded)...........cooevvmrvviervrnernssrsesssnsenions | vrriesessssionns 8,848,690 | ...covrvrrreeirennne 763,183 | .o 9,611,874 | .o 10,694,053
2. Accrued medical incentive pool and bonus amounts.............c.cceveeeerersionireivereiiesennns 2,555,528 2,555,528 | ..ooovveerernnn 2,871,270
3. Unpaid claims adjustment EXPENSES...........covevieicveieiieieisicie e sesssssnaes | cvessessessesissesnses 357,058 | oo | e 357,058 | .covvririiiine 1,098,964
4. Aggregate ealth POLICY FESEIVES........c.cieruririereicireireere ettt sstsetsessesesssssssesses | eseseesessesssssssssesssssesssessens | sesessesssessessessanssessessnnssesss | seeessesesessssesssssssnenees (01 ST
5. Aggregate life POIICY FESEIVES.........cuirierrereireireeseississeisstseessssesssssssssesssssessssssessesssesses | ssnssssssssssssessssssessessesssesses | sessessesssessessasssesessesssnssnss | oessessessssssssnsssessnennssnns (01 OO
6. Property/casualty unearned Premilm FESEIVE. ........c.vwuieeurcreeneeneresiessesssesssessssseseens | coneesssssssssssssssssessessesssesses | sessessnsssessessssssesessesssessnss | oessessmsssssesssssnsssensssnns (01 SRR
7. Aggregate health Claim MESEIVES..........ccueveviieiieiceiree ettt | seevessesssssessssessesssssssessesens | sresiesisssssssesssssssesssssssssses | sortesesesssssssesesssessnsees 0
8. Premiums received in @dVANCE..........cc.ocvirniiciiniiinieieissssississsssiesisssseessssins | ensiesinesisssesssesens 3407 [ e [ s 3407 [ oo 679,635
9. General eXpenses dUE OF ACCIUBM............cevivurereiiveiieie et ssbessesesns | evesessessesissesnnns 858,251 | .o | e 858,251 | .oeereveireinas 2,037,348
10.1 Current federal and foreign income tax payable and interest thereon
(including $..........0 on realized capital gaiNS (I0SSES)).......c.rverrrrriererierinsserssesinsenns | errreresissssssssssssssssessssssssens | sessessesssessssssssssnsssssinsinss | sossesssessisssnsnssessnssnseens 0
10.2 Net deferred tax llability...........coeviurrecrirccieriesiesesssenssesessssessesseens | sersessesssessssnessnesnssienss | sesessineesssesonesnssssssees | e [0 [,
11. Ceded reinsurance premiums PAYADIE............cvururrererrinrerriinrinsineereesnereeessessssessssessens | eeseessssnesnssssssssssssesssnssesses | sessessnsssessessssssessessnsssnssnss | cosemssmsesesesnssssnenssnns (01 I 72,299
12. Amounts withheld or retained for the account of Others............cocurreverernrervneeneenns [ v 31,403 [ oo [ e 31,403 [ oo 7,342
13.
14,
15.
16, Payable fOr SECUMHIES............ovuriiiiiiiii s sisenes | resisessiess st snsniens | ressssinessnesssisesinesssssiens | sobiessnessesie e 0 [
17.  Funds held under reinsurance treaties with ($.......... 0
authorized reinsurers and §.......... 0 UNAUtONZEd FEINSUTETS).......coeveveeviieieeiererierens [ e ssesenenens | cevisssssssse s sssssssnnes | eevesssesisses s seenees (1 [
18. Reinsurance in Unauthorized COMPANIES.........ccevrurrirrirrerieireeereeeieenseeeseesneeseesesns | eereessssseenssnsssnsssssessssssesses | eeseesssmssessesseessessessesssnssnss | coseseesmssnsesesssssssessenns (01 SRR
19. Net adjustments in assets and liabilities due to foreign exchange rates...........ccceeee [ v [ | e (01 SRR
20. Liability for amounts held under uninSUred Plans..............ccccuevevriereieiniiseieiereseeeiees [ e [ eveeeeese e essssens | oevvssesisssssssesissessese s 0
21.  Aggregate write-ins for other liabilities (including §.......... 0 CUITENE)...cvoeeeeeeeecieirrinis | eerrrsrississns e (O 0 ] e 0 f i 0
22, Total liabiliies (LINES 110 21)....c.revemericernerirmseereeinrecsiseeieseessesssssessseessssssesssesessne | coeesssesssncees 13,988,748 | ...ovvverrccennne 763,183 | .o 14,751,932 | oo 18,179,804
23. Aggregate write-ins for special SUrpIUS FUNdS..........cc.eurierirencnenreeereeeseeeeieees | e ) 0.9, GO ). 9.%, G IS (0 R 0
24, CommMON CAPIAl STOCK. .......cvueerereiriieriniineeseeeeieee sttt sssnstenes | creesessneens ). 0.9, GO I XXX vt | e [ e
25. Preferred capital StOCK..........cccviiviiciicsie e | e ) 0.0, G
26. Gross paid in and contributed SUIPIUS..........ccoeveveieiiniicirieieie e esesssesresees | ceevessenens D00, CHNR IR )., 0. CHNRIIIY NN 10,888,193 | ....cccovvvvrenne 10,888,193
27, SUIPIUS NOLES......ooviieieeicteicie ettt snnns | seevensesans D00, CHUNRNI I XXX oteiieveeieven | e [ e
28. Aggregate write-ins for other than special surplus funds............cccccoerovierrininieveeiiens | oreiennan 90,0, CHNRT IT XXX oteieerieriens | e (0 TR 0
29, Unassigned funds (SUMIUS)........ccevrrreieerereieieieisiresieseses s ssssessssessessesens | seeveseseens )00, G IR )., 0. GO IR 2,363,383 [ ..ccooverrerrren. 7,079,130
30. Less treasury stock at cost:
30.1 .....0.000 shares common (value included in Line 24 §......... [0) USRI [SSRRIN D00, CNRI IR XXX eteieterienens | e [ e
30.2 .....0.000 shares preferred (value included in Line 25 §.......... 1) JSSOSURRRIN [POOROON 2.0, 9, ST P XXX eeiievesienens | orrererssissienisiesissesssssesnes | ernssssinsseessesssessesesseseessees
31. Total capital and surplus (Lines 23 to 29 minus Line 30)........ccceeeverevverreiersrinensenn | coverers )00, G I )., 0. G [N 13,251,576 [ ..ccoovvrrnns 17,967,323
32. Total liabilities, capital and surplus (Lines 22 and 31)..........cccoucevevreverseerrersereecnns | cvvverrnneas 0.9, SR P 0.9, ST [T 28,003,508 |.................. 36,147,127
DETAILS OF WRITE-INS
2107, R sttt | Hrneni sttt ens | srreess st | et eneees (U N
2102, Rttt | Hrnens ettt | srseees et | et ennees (O RN
2103, Rttt | st | sreenes et | et enrees (U N
2198. Summary of remaining write-ins for Line 21 from overflow page.........ccoouvrerererinens | covvvrinnissinsssiesessninns (01 (0] (0 [N 0
2199. Totals (Lines 2101 thru 2103 plus 2198) (Line 21 @DOVE).........cccccvevvevivreriieeceninens | v (01 R (1 N (O 0
2307, R | ererieeeenes ). 9,9, RN I XXX rvrireerernens [ eerieerinesmsesnsesesienees | e
2302, R | ererieeeeaes ), 9,9, ORI XXX oevvireerennens [ eereeenmienmnsenssenssinennes | reveeesessessesssessesseseenns
2303, Rttt ntns | sbresseeines 90,0, GO IR XXX eteireimeinenenn | e [ e
2398. Summary of remaining write-ins for Line 23 from overflow page.........ccccoevevvcerverencens | cvvvvrvennnns D00, G I XXX ooevieeeeveens | e (01 R 0
2399. Totals (Lines 2301 thru 2303 plus 2398) (Line 23 @DOVE)........cccciveiveeriererierirsisieins | cveresieneees D00, S P XXX oo ] i [0 P 0
2801, et Rt | eeesseeereas ) 0.0, R XXX orverrmerenneee [ eevemeermenensesnssennessnnseens | veeeensseesessssssssnsssssesesnees
2802, .o | ererieeeeaas ), 9,9, ORI XXX oevrireerennees [ eerieeninenmnnennssnssinenees | e sesseeenes
2803, ottt tntns | sbresseeines 9.0, GO I XXX et | e [ e
2898. Summary of remaining write-ins for Line 28 from overflow page...........ccocvrereveervennees [ coveirins ) 0.9, GO S )99, G I (0 R 0
2899. Totals (Lines 2801 thru 2803 plus 2898) (Line 28 above)........ocoverrrreniisrensenrnnrnnnns [ cerseieees D00, SO I D00 NN [P (O PR 0
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STATEMENT OF REVENUE AND EXPENSES

Current Year Prior Year
1 2 3
Uncovered Total Total
1. MeMDET MONNS........oiiiii bbbt | rniesineiias D0, RTINSO ORI 281,883 | .. 338,321
2. Net premium income (including §.......... 0 non-health premium iNCOME).......c.cuvueierreerieienrireeieiseiens | cviereneinenns D0, 0 N TR 80,387,080 | .ooooerrerereireins 86,008,943
3. Change in unearned premium reserves and reserve for rate Credits...........ooeeeenieeseenienieseiens | covvereniiennns XXX etitreiieveinnes et sssssessessssessens | sresssesssssessssessesssssssessessesessens
4. Fee-for-service (netof §.......... 0 MEAICAl EXPENSES).....cvrveiriieririreiiesieieiessese st sessssessessssens | ssessesssssnsans XXX etrirerieieinnns [ eeinsiessesesssse s ssssessens | sresssssssssessssessesessssessessessssens
B RISK TBVENUE.......ooiii s | erinisneiseses XXXt | et | e
6. Aggregate write-ins for other health care related reVENUES..........ccoveeiirieeeceee e | evreereiesenns XXX etereveieinns | cvreresissssssssessesssessenennd [0 T 0
7. Aggregate write-ins for other Non-health FEVENUES..........c.cievieiicneeeeesesesesesssssssennes | sierserennennse KKK ersrerssnssesnens | arsrssssseassessssessessesessassassees [0 o 0
8. Total reVeNUES (LINES 210 7).....vueveiieieiieiisisieseie ettt snnns | sensenas 80,387,080 | .coverrerrererrrnas 86,008,943
Hospital and Medical:
9. Hospital/medical DENETILS............cvuurrierriiiiriecieiesiir st reessssssessiens | soeesseesssesssensenns 3872,977 | e 48,778,053 | ..ooovvvrernnn. 53,298,271
10, Other ProfESSIONAI SBIVICES........c.cuuevevieiireiereiets ettt b bbb bbb s s esnns | stebessssssssssssessesesens 534,563 | coooereeeeiind 6,732,526 | ...covvevreeriinn 6,853,883
11, OULSIAR TEIEITAIS.........oiieii bbbt | sess s | Hosb i sbe bbbt | sebiss e
12. EMergency room and OUEOf-GrEa............ceveveveevieciieiieeicie ettt ssss s sessssaessnans | svsesssessessssssessesaens 289,887 | oo 3,650,973 | .o 3,642,245
13, PrESCHPHON ArUGS. ....ocveviiecicectceeitcie sttt ettt bbb ss e sessnns | saebassssssssssssessesesens 828,153 | oo 10,430,139 | .o 10,925,570
14.  Aggregate write-ins for other hospital and MEAICAL............c.ccuiimiieirniici s | e (U1 TR (162,554) | ..o (153,619)
15. Incentive pool, withhold adjustments and bONUS @MOUNLS...........ccecueueriiriiiieiriceiee e ereressnies | cverisisssneeesesesenens 164,382 | .oovvveeeerieinne 2,070,307 | oo 2,304,606
16, SUDLOtAl (LINES 910 15)...uuiuiirirerieieisriiseieie ittt sttt ss s ss s ssessnssnsnns | sessasssssssssassesssnses 5,689,963 | ..oovvvrrerrireinn. 71,499,445 | oo 76,870,957
Less:

17, Net reiNSUIANCE FECOVETIES. ..ot | sntsst ettt | cbsssssssssssssssssssneas 228,140 | .o, 232,325
18. Total hospital and medical (LINES 16 MINUS 17).........ccverereriirereiieiesieee e sessessssesns | eevesessessessesssensaes 5,689,963 | ...cooevvierireiinnn 71,271,305 | oo 76,638,631
19, NON-NEAIN ClAIMS (MEE)....... ettt s st sse sttt ss e ss | sessessessessesses s sssessessenssnsees | seseessssessessessenssessessenssessesnses | sesnssssssssnsnnsnesass st enssessensnses
20. Claims adjustment expenses, including $.....54,143 cost CONtAINMENt EXPENSES.........c.eveevecvreereres | correresinsesesssssssssssessssssessessssses | seessessisssssssssssseens 2,938,803 | .ocverecrieian 3,438,575
21, General admiNiStratiVE EXPENSES.......c..cucveveireiereeeieteseese ettt ss ettt bbb sae st sssssesas | essssessssessssesssaesssessessessnseses | seesesssssessssessnsienas 7,065,346 | ..ooovevreenn 6,374,846
22. Increase in reserves for life and accident and health contracts including $.......... 0

INCrease in rESEIVES fOF lfe ONIY)........vurerieiieree ettt ns e ssenes | anssesssssssssssessnsssnssessenssnssssnes | sesessossssssnssessonssessessenssnssessenss | cesesssssnnssnsanssnssesssnssnssensensnses
23. Total underwriting deductions (Lines 18 through 22).............coceurerirriremeeeereensieneeseeseieseeseesesssesssssees | sersssssssssssssssssseans 5,689,963 | ..o 81,275,454 | oo 86,452,052
24.  Net underwriting gain or (10ss) (LINES 8 MINUS 23)........cccrrrrrirriereeriniineeeieeseeeieeeessesseesesseesseesssssns | seessssssessens XXX iisiremnemsinns | e (888,374) | .eveveeerrarirrinninaes (443,109)
25.  Net investment income earned (Exhibit of Net Investment INCOME, LINE 17)........c.iviueieiireieieiricies | oot sssseesssienns | seeveseessessssesssienns 1,192,636 | cooveveereererererceieinas 871,955
26. Net realized capital gains or (losses) less capital gains tax of §.......... 0ttt seesaesssssesees | eevessesses s sasssststesssnntensntnes | eetesssssssnsssssenaanes 48,741 | e (22,929)
27. Net investment gains or (10SSES) (LINES 25 PIUS 26).........c.vvueveicueiiieciiiiiseieisesesiesse st ssssses | sesssesssssssssesissssssssessassessns [ 1,239,378 | v 849,026
28. Net gain or (loss) from agents' or premium balances charged off [(amount recovered

LT 0) (amount charged off §.......... 0)erereeereeereeeses e es st ens ettt en s | srsesiaesssesssesbees s ss s st s s ssenes | eesseesasestees e s st s ees s s s | suenssessies e ene st en e enren
29. Aggregate write-ins for other INCOME OF EXPENSES..........ccivivivieeireieeeiseie ettt besesies | eesssesssssssssesssssssessesaansseans {0 (U] I 2,210,000
30. Netincome or (loss) after capital gains tax and before all other federal income taxes

(Lines 24 plus 27 plus 28 PIUS 29)..........cuvviueieieireireieeisisireisesesie st ses s ssss st b sssaes | onsessaenseneas XXX etveiereinns | v 351,004 | oo 2,615,917
31. Federal and foreign iNnCOME taXeSs INCUIEA...........c.cviviviiiiiieieieiee ittt | seaessssssisneas XXX oetitieriereiens | eerisiesiesissesssiessssssessessssansens | aresssssssssesssssssesssssssessesssssssens
32, Netincome (10sS) (LINES 30 MINUS 31).....cvuiveiueiieiireicieiiie ettt ssbessenas | sesesssssnssneas XXX oovveverenns | v 351,004 | oo 2,615,917

0698
0699

. Summary of remaining write-ins for Line 6 from overflow page

. Totals (Lines 0601 thru 0603 plus 0698) (LINE 6 @DOVE).......ucrrrrerrersesrerrsssrssnssrssneserssssssessessessssssesseses

0701.
0702.
0703.

0798
0799

. Summary of remaining write-ins for Line 7 from overflow page

. Totals (Lines 0701 thru 0703 plus 0798) (LINE 7 @DOVE).......euerruerirreriisrissisissisnsssssessesssesssssssassanssens

1401

. Other Medical Costs..

1402.

1403. .

1498
1499

. Summary of remaining write-ins for Line 14 from overflow page.........cccoevverevieneesennsseeenens
. Totals (Lines 1401 thru 1403 plus 1498) (LiN€ 14 @DOVE)......couuverreniurinrissieissrssnesersesse s

........................... (153,619)

2901

2902.
2903.

2998
2999

. Arbitration Settlement

. Summary of remaining write-ins for Line 29 from overflow page...........ccccvveviveieiereeeecsisseeenns
. Totals (Lines 2901 thru 2903 plus 2998) (Line 29 @hOVE)...........cccvveriererericreiisissseeieesieresssessnseenns

......................... 2,210,000




swtement as of Decernber 31, 2006 ot P Y SiCians Health Plan of South Michigan

STATEMENT OF REVENUE AND EXPENSES (Continued)
1

2
CAPITAL AND SURPLUS ACCOUNT Current Year Prior Year
33.  Capital and SUrplus Prior FePOItING PEIIOM. ..........vuruureruriinsiesiesssssseessssereseesessesse s ssse st sss s st st sss st sns st ssssessassesssessassesssnsss | soessssmssssnsssesns 17,967,323 | oo 16,666,748
34, NetinCOmME OF (10SS) IOM LINE 32.......cuuvuriieeieiirecieeiniies sttt bs ettt s st ssesesssnsnsns | sresssssmssnssnssssssnnsnnes 351,004 | oo 2,615,917
35.  Change in valuation basis of aggregate poliCY and ClAIM FESEIVES. ...t ssssssssssnne | sressessnssseesssssssssssesssssasssssnsnns | srssssssssssessssssessassasssessassassns
36. Change in net unrealized capital gains and (losses) less capital gains tax of $......... 0ttt | eeeee ettt nen 18,058 | .oooeeeereecieeireiinenas (195,230)
37.  Change in net unrealized foreign exchange Capital GaiN OF (0SS)........cw.eururreerurereeeerierrirneessessessesssessessssessessssstessesssssssssessessenssesses | sressessmssssessssessssssssessassssssssnns | srstssssssessassssssessassssssessassassns
38. Change iN NEt AEEMMEA INCOME 18X ... .. rvurerererire ittt ss 8888 ee st et ns s ssenes | Hressnssnnsseesessesssnsessessansntsnssns | nntssseetessassanstessassanssessensantans
39, Change iN NONAAMIEA @SSELS. ... vuvurerrisrerrieseieieieei ettt ettt s et s bbb s bbbt estas | sebetsessentenbenesnnes (5,084,808) | ..eoverernerrerrennes (1,120,112)
40.  Change iN UNQULNOTIZEA FEINSUTANCE...........evuurerrereeereieeseisesecteesseeeeesessesseesessesese st sss s st e ssess e s e ee s s s e s se et bsees e ase s et et e s nnntenes | sebsessesssesssssessnssnsessnsnesasssnes | sessssneesassanteessestestessaessessensanes
41, CRANGE INtFEASUY STOCK. ......vuieieieitcecictectet ettt s bbb s s b bs s bbbttt s et s b s ssss st ntens | absnbessnssesensessssessssesessnsessesans | sbsesssessessesessensebssse s s sesnsenan
42, CRANGE IN SUMPIUS NOLES.......cocvieiviieeiteictei ettt sttt bbbt b bbbt sse bt b bbb s b b sssssensnsantans | ebsnbesssssesssesnssessssesessesassesans | sbsesssessessesessensebesse s s s e snsenan
43.  Cumulative effect of changes in @CCOUNTING PHINCIDIES. .........evurruururririerireieiseir sttt st s sse st ssessse st et esssessessestsessees | sessessesssessesssssessssessnssessssnes | sessssnessessastessestessesssessessessanes
44. Capital changes:
B4.0 PIH IN.eervtreerteeseeieces et RR AR R e | 4R R R | ettt
44.2 Transferred from SUIPIUS (STOCK DIVIAENG)..........cueiiriiriiiiieiiieitese ettt s s sttt bsebnas | ebnsebsnssesssseses e b ensesse s s b ssesne | ebsebesssssessnsessanses st esten s s senes
44.3 TraNSTEITEA 10 SUMPIUS.......ucvuiieiviiciitcte ettt ettt a bbbt s s sttt ss st s st b b ssense s st | etsssessnssesassesessssessessssnsensesns | 4bsesassestes et eses s bbb st st enans
45.  Surplus adjustments:
A5.1 PIH IN.eertvvretieaiieieceeee ittt | SR bRt | ettt
45.2 Transferred t0 capital (SLOCK DIVIABNG)........eveviiiieiriirisiteeis ettt sttt et s bbb st s sttt se b ssessnsens | Hinsessessesssessessesensebsns e tessesanes | sabsnsessessesnstestes e b ensen s st ensees
45.3 TranSTerred froM CAPILAL..........cciveirieiieieieie ettt br s sr ettt | eessteset et es ettt ettt nsesns | 4nsesentent et e sttt
46, DIVIENAS 10 STOCKNOIARTS. ..ottt | Het bbbt | s
47.  Aggregate write-ins for gains O (I0SSES) IN SUIPIUS.........c.viveiriveiiiieiiieiisietssse e sss sttt s st es s s st sns s es e besssssessessnns | stsessssosssssessssessessesansnsasses [0 0
48. Net change in capital and SUMPIUS (LINES 34 10 47).......c.cuireiriieiiieieieiseeiieie ettt es s ssnnns | snssessessessssesssnnes (4 T15,747) | oo 1,300,576
49. Capital and surplus end of reporting period (LINE 33 PIUS 48).........cvuivreiiieieiriiieieieeisse st ssssssessssesssssessssess | sesessesssssssesssones 13,251,576 | c.ovvvvvrerriernn. 17,967,323
DETAILS OF WRITE-INS
AT0T. ettt R SRR £ E RSt R R | HeeE R R | HeeE e
BT02. oottt R8RSR E £ R R | HeeE ARt | HeeE e
AT03. oottt R4 R8RSR | HeeL Rk | et
4798. Summary of remaining write-ins for Ling 47 from OVEIIOW PAGE..........cveiueviviiieeesisete ettt ssnsens | sevsessssissesssses s s ssssesand 0 | oo 0
4799. Totals (Lines 4701 thru 4703 plus 4798) (LINE 47 @DOVE).......c.uirirriuiiieisiistesetsssssessesssssssesssssssssssssssesssssasssssessssesssssssessessssnsessssessss | sessessssssessesessossessesassnsessns [0 R 0




swtement as of Decernber 31, 2006 ot P Y SiCians Health Plan of South Michigan

CASH FLOW

1
Current Year

2
Prior Year

© ©® N o g B~ w0 b=

-
- o

N
N

17.

18.
19.

CASH FROM OPERATIONS

Premiums collected Net Of FEINSUTANCE. ...........cuuiriricricri ettt
NEt INVESIMENT INCOME. ... bbb
MiISCEIIANEOUS INCOME.......o.vevverieeeircreresieits itttk
TOtal (LINES T HIOUGN 3).....vuieciteicteie ettt bbb s bbbt ns
Benefit and 0SS rElated PAYMENTS...........ccicviieiccceee ettt ettt b et s s ansas
Net transfers to Separate, Segregated Accounts and Protected Cell Accounts
Commissions, expenses paid and aggregate Write-ins for dEAUCHONS..........ocururirerrirrinrnrreseeessssisrssessse e
Dividends paid to policyholders.
Federal and foreign income taxes paid (recovered) §.......... 0 net of tax on capital gains (losses)
Total (LINES 5 IOUGN 9).....cveiviieiieie ettt s bbb s bbb s
Net cash from operations (LiN€ 4 MINUS LINE 10)........c.euriurrererineireeciireeseeseesssesessesseeseess st ssessse st essesssesses st sssessessnes
CASH FROM INVESTMENTS
Proceeds from investments sold, matured or repaid:
12.1 Bonds
12.2
12.3
124
12.5
12.6
12.7
12.8
Cost of investments acquired (long-term only):
1311 BONGAS. ...
1312 SHOCKS. .uuvurveereaeeresrseesstes st seesssssse st s s sese st se s s e R8s EE e REREE e RE e R e E e E ARt R e r
13.3 Mortgage loans....
134
135
13.6
13.7

Net increase (decrease) in contract 10ans and PremMiUM NOES..........vereerererirnrenrersiinesssss e ssss s ssessen e ssesses

MOMGAGE 0BNS........oiviccteieee ettt et bbbt bbbt bbb a bbbt bbb bbb st bbbttt aee
REAIESIATE. ...
OthEI INVESIEA @SSELS........evereceererisesse st
Net gains or (losses) on cash, cash equivalents and short-term investments.............cccccveeieeciecicsiceeeee e
MISCEIIANEOUS PrOCEEAS. .......voveieiictieciie ettt st ettt et b sas s st s s e st en s aen
Total investment proceeds (LINES 12.110 12.7).....ovcicviecieiccece ettt st

REAIBSTAIE. ... eeire ettt R Rt
OB INVESIEA ASSELS.........cveiviecieeiite ettt b bbb bbb bbbttt en s aes
MiSCEIIANEOUS APPICAHIONS. ....vvovveveererririieiieise ettt bs bbb ns s

Total investments acquired (LINES 13.1 10 13.6).......ccuiuiieiicisieeeecsese s see

Net cash from investments (Line 12.8 MINUS LINES 13.7 @NG 14).....ocueicveiieeicieisee ettt sss st eessssaes
CASH FROM FINANCING AND MISCELLANEOUS SOURCES

Cash provided (applied):

16.1
16.2
16.3
16.4
16.5
16.6
Net cash from financing and miscellaneous sources (Lines 16.1 to 16.4 minus Line 16.5 plus Ling 16.6)........cccccoveveurerreenennee
RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS

Net change in cash, cash equivalents and short-term investments (Line 11 plus Line 15 plus Line 17).......cccceeuvvieereerrerinnnnes

SUIPIUS NOLES, CAPITAI NOTES ... cvuceecerceeet ettt
Capital and paid in surplus, €SS treASUIY STOCK............cverieieeieiieiee ettt entns
BOMTOWEA UNGS.......ooe ettt bbbt
Net deposits on deposit-type contracts and other insurance liabilities.............coceverieieierereeeeree e
Dividends to stockholders
Other cash provided (applied)

Cash, cash equivalents and short-term investments:
191 BEOINNING Of YBAI ..ottt ettt be bbb a bbb a st es st s ensnen

19.2 End of year (LiNE 18 PIUS LINE 19.1)......c.vuveeereeeeeveiieeeeteseeteveete et veesstsseessesesaess s ssssessensesesesessnsessssasssssesansans

....................... 80,118,728
......................... 1,297,114
.............................. 85,788

....................... 85,464,531
............................ 883,779
......................... 2,188,400

....................... 81,501,630
....................... 76,650,382

....................... 88,536,710
....................... 79,103,265

....................... 84,894,825
........................ (3,393,195)

2,842,996

....................... 84,903,346
......................... 3,633,364

2,637,088

............................ 650,000

........................... (413,529)

............................ 340,000
........................... (407,949)

......................... 1,509,052

......................... 3,423,867

4,407,732)

........................ (1,192,383)

........................ (4,407,732)

........................ (1,192,383)

........................ (4,589,137)

....................... 23,843,693
....................... 19,254,556

......................... 1,654,160

....................... 22,189,532
....................... 23,843,693

Note: Supplemental disclosures of cash flow information for non-cash transactions:

[ 20.0001




Statement as of December 31, 2006 of the PhYSiCianS Health Plan Of South MiChigan

ANALYS!S OF OI:;ERATICZN BY LI5NES OF6BUSINE7SS

8 9 10 11 12 13
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XVII XIX Stop Disability Long-Term Other Other
Total and Medical) Supplement Only Only Benefit Plans Medicare Medicaid Loss Income Care Health Non-Health
1. NEt Premilm iNCOME........coiviieeieicrcie ettt aebe e | sebesens 80,387,080 |...... 80,387,080 | ..ocveicrereiiiieiies | crvereieniseieenieienns | cnvieesissssesieienes | einrisessssessinenes | sresssessssesseessnenns | sreesisesssnsseesees | sressssesssssssesinenes | cresssesssssneesesees | sreessssessssseessees | seeresesesesisnssesiees | sreesesesesssssesinns
2. Change in unearned premium reserves and reserve for rate credit.............coocvvveevcveieereens | cveveveeeeeeeeenes 0
3. Fee-for-service (net of §
4. RISK TEVENUE........oucveiviectctc ettt bbbttt
5. Aggregate write-ins for other health care related reVENUES.............occovveerinsiniecneieieneeines | et (01 IS 0
6.  Aggregate write-ins for other non-health care related reVENUES..........c.ccvveiieeiieieieiieiei | 0 [ XXX
7. Total revenues (LINES 110 B)......cccueviiiiiniiieieee ettt ss s seaesenes | erran 80,387,080 | ...... 80,387,080
8. Hospital/medical DENETIES...........cceiereieiricerececeece ettt aebens | enveans 48,778,053 |...... 48,778,053
9. Other ProfeSSiONal SEIVICES..........ccvvruiriieiieeeieie et esssses s s ssses st essesse s sss s sssssans | evnsenes 6,732,526 |........ 6,732,526
10, OULSIHE TEFBITAIS........cvvrveieciicicie ettt st nsenns | essssnssensnssnssend (VI N
11, Emergency room and OUE-Of-Ar8a............ccceueuiverveeiereiiese s s ses s sesssesans | svsesssens 3,650,973 |........ 3,650,973
12, PresCription ArUgS........ceveiicviieicieisieisseesees et ese st s s s s senaas | sresanes 10,430,139 |...... 10,430,139
13.  Aggregate write-ins for other hospital and MediCal...........ccoururirirenririrrrsreesseseseeeseies | eeeeeeeees (162,554) | .......... (162,554)
14. Incentive pool, withhold adjustments and bonus amouNts..............ccccevveuriiverereineriseieeeeesens | cveisinas 2,070,307 |........ 2,070,307
15, SUDLOtAl (LINES 810 14)......ouuceecicieceee ettt st es | ensaeees 71,499,444 | ...... 71,499,444
16, Net reiNSUrANCE MECOVETIES. ..........cvuiverieieeicieisieisei ettt sttt snsses | ansessssaneas 228,140 |........... 228,140
17.  Total hospital and medical (LiNeS 15 MINUS 16).........cccerrrerirerinierieenieniesseessessesesssseens
18.  Non-health ClaimS (NBL).........cccviviriiiiic et
19. Claims adjustment expenses including $.....56,087 cost containment expenses.
20.  General adminiStrativVe BXPENSES..........cvvvveerreeciieescieies sttt s st ssinssssees
21. Increase in reserves for accident and health CONtracts............ccovvvereieierseieieieese e
22. Increase in reserve for life CONtractS...........cccvviecviveieeie e
23.  Total underwriting deductions (LINES 17 10 22).........cccueveurreuerereireeeiseres e essesssseessesenas | cveeens 81,275,453 | ...... 81,275,453 | coovvvvereerens [0 {1 [0 [0 I [0 {1 [0 I [0 {1 [0 0
24.  Net underwriting gain or (10ss) (Line 7 minus Line 23)..........ccccouvrruririerireireinereieierireiseereees | cevveineenns (888,373)] .......... [CLEICTA) ]| [— (V1) P ()] [T ()] [P (1) [P (V1) [P ()] [ [V [P (1) [P ()] [ ()] [ 0
0507, ottt bbb et et bbbttt
0502, .ottt bbbttt bbbttt
0503, oottt bbbttt
0598. Summary of remaining write-ins for Line 5 from overflow page...........cccceveevvivivsieerecrciieenenns
0599. Total (Lines 0501 thru 0503 plus 0598) (LiNe 5 @DOVE).......ccveriirieeiiieiescisissiesesres s
00 PPN
0B02. <.eoeeeeeeeeteeeeeeee ettt et bttt en s tnnna
0803 oottt en e neeen
0698. Summary of remaining write-ins for Line 6 from overflow page..........c.cccoevvvereeeeesicvsieeenenas
0699. Total (Lines 0601 thru 0603 plus 0698) (LiNe 6 @DOVE).......ccvcviireieiriiiieicrsiseies e
1301, Other MEAICAL......c.vuvieceeictectie ettt bbb en
1302, ettt bbbttt
1303, ettt b ettt
1398. Summary of remaining write-ins for Line 13 from overflow page

1399

. Total (Lines 1301 thru 1303 plus 1398) (Line 13 above)

..(162,554)] ...




Statement as of December 31, 2006 of the PhYSiCianS Health Plan Of South MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 1 - PREMIUMS

1 2 3 4
Net Premium
Direct Reinsurance Reinsurance Income
Line of Business Business Assumed Ceded (Cols. 1+2-3)

10.

1.

12.

Comprehensive (NOSPItal ANA MEAICAL............cceiiireiiiiiiriiiiiis ettt ettt a bbb b bbb st s 48 b st st s bbb s bbbt e as bttt
MEAICAIE SUPPIEMENL........couieiiiiriiiieieie ettt tres ebseaesess s e s st st e s s s st e s s s e sse a8 E £ s b s 8 es b s s8R e s bd R R A28 E bbb e s s s etk s bbb n
DENEAI ONIY........cvcviecteieiicticete ettt ettt et ebe sbsesebesseseses s et s es et ee s e s e s s se b s se s e s ee s e Ae b e b st b s e s e bae e A e b s e b st e R Ra RS A A b ee A b b AR RA AR e b b e b bbb e A b bbbt et b et et e st et et b s aer e
Vision only
Federal employees health benefits plan

Title XVIII - Medicare

THHE XIX = MEAICAIG. .......cvvcveieeieec ittt ees ebaessesbasbsss e sbse bbb e bbb st bttt s e b4 e s a4 s s 4 bbb 24 s b s bs b s st s s b b eae bbb s b e bbb e bbbttt ettt e
SHOP [0SS.....uectieiteie ettt ettt ettt ettt ettt b bbb et ebstaebesaebetet s et bR hee A A et s s e b bR R e A es A e At b st bt e e Ras e A et e b e b et s e A Ras R SR et e b ee e et bR RA R e A et b et b b s et s At et ee b et et st s et et ettt et et en et nen
DISADIIILY INCOME......cvcviiiiiictcte et ettt ete obsesebessebeses e e s s s e b ee s e b et b st b s s s e s ee s se b e b s bbb e s bse s et s b s s e s ba s R bt s et b s s R Rae R Ao b b et bbb e e st b et e bt et bbb e st et et b s neb e

LONGALBIM CAIE.......cuiveieiviieiecte ittt ettt ettt ettt st S4ebesssaesabsesesee s s e s e b sa e b s ass e a4 bbb a2 s e e ea e s e b s ee b et s e s A AR oAb ee A e b b s b e e A et e AR e bR b bR E bbb bR b bR R et b bbbt as

Other health

13.

14.

15.

PrODEITY/CASUAIY. ........vveveviiecicctcte ettt ettt et 4ebssasss s sebebesa et e s s se st e se b b es b et e b s e ea b s R A et ee b et b s ae b b s se A et eb s e b bbb s e e b bAe Ao b et s et s b AR bAe R e bt b et bR ReRae b bbbt st b et s et nn

Totals (Lines 12 to 14)




Statement as of December 31, 2006 of the PhYSiCianS Health Plan Of South MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2 - CLAIMS INCURRED DURING THE YEAR

1 2 3 4 5 6 7 8 9 10 11 12 13
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XVIII XIX Stop Disability Long-Term Other Other
Total and Medical) Supplement Only Only Benefits Plan Medicare Medicaid Loss Income Care Health Non-Health

1. Payments during the year:

11 DIFEC. vttt

1.2 Reinsurance assumed
1.3 Reinsurance ceded.....

3. Claim liability December 31, current year from Part 2A:
31
32
33
34
4. Claim reserve December 31, current year from Part 2D:

Reinsurance assumed

A DIMECL. ..ottt

4.2 Reinsurance assumed

2. Paid medical incentive pools and bonUSES..............cceeveveererereerenns

DIFBCL..v ettt

Reinsurance Ceded..........ccovirieeiniereeieieseee e

.......... 70,522,525
............ 2,386,050

28,673
............ 9,611,872

196,784 | ...

................. 28,673
............ 9,611,872

Amounts recoverable from reinsurers December 31, current year.
Claim liability December 31, prior year from Part 2A:

8.1
8.2
8.3
8.4

©® N o o

9.1
9.2
9.3
9.4

10. Accrued medical incentive pools and bonuses, prior year.................

11. Amounts recoverable from reinsurers December 31, prior year...
12. Incurred benefits:

Accrued medical incentive pools and bonuses, current year.............
Net healthcare receivables ().........ccccovveeveeeieeieirereiesee s

DIFECL. ...ttt

12,1 DIMECL...ceceecectc ettt | seeinenes 69,429,137 |.......... 69,429,137 | ..o (VI (0 O 0 [0 |0 |0 0 0 [0 e (VI 0
12.2 ReiNSUrANCE @SSUMEM. .......cuuevueerriieieieeiniiirseeseessssseesensesinennes | sresssesseseesesseseneens [0 O [0 (0 RN (U RN 0 [0 |0 |0 0 [0 [0 [ (VI O 0
12.3 ReinSUrance CeAEM..........cuurereeeeniereireiiniseiseiseesssissisenissiens | ersnessissnens 228,140 |...coovnnnnee 228,140 | (VI I 0 i 0 [0 |0 |0 [0 L0 [0 (O IO 0
124 NEL....oe | e 69,200,997 |.......... 69,200,997 |...cocoviririiinninns 0 | {0 RN 0 [0 |0 |0 [0 L0 L0 [0 I 0
13. Incurred medical incentive pools and bONUSES..........ccccceerieciriiiienns | creerenns 2,070,308 |............ 2,070,308 |....cccovvererrirand [0 I (L R {1 [P RRRRve 0 N FOTUURIRTROROROROROROR 0 I IUROROUORORRROROROROOt I IOUUOUORORORTRRROROROURt | ) UUROUROROYRORRURORROROR O ) FUTORORURORRRRROROR | I DUUORORRORRRRRO (U 0

(a) Excludes$.......... 0 loans or advances to providers not yet expensed.
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Statement as of December 31, 2006 of the PhYSiCianS Health Plan Of South MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2A - CLAIMS LIABILITY END OF CURRENT YEAR

1 2 3 4 5 6 7 8 9 10 11 12 13
Federal
Comprehensive Employees Title Title
(Medical Medicare Dental Vision Health XVIII XIX Stop Disability Long-Term Other Other
Total and Hospital) Supplement Only Only Benefits Plan Medicare Medicaid Loss Income Care Health Non-Health

. Reported in process of adjustment:

11 DIMECL. ettt | e 1,689,086 |............ 1,689,086

1.2 ReiNSUranCe aSSUME..........ccuewuerirniierieieeeieieeseieessssseees | sevseessessessseesssenns 0

1.3 ReiNSUrance Ceded...........coovueireueuneinereineiseisesssisesssiseesesns | eeseessneeesenes 28,673 | .o 28,673 | ..o | reesereneeennei e | seneisesiesi st | ereesessen s enens | sttt sttt estaes | sestesseesi st enies | rebesnstet st nentesinsine | srestesient st essenas | ceenienienessenensiees | sebestees st eniens | neeseniee bbb

T4 NEL bt | et 1,660,413 |........... 1,660,413 | .o (0 O (O O (0 (0 (O O (01 (0 (O OO (01 (0 0
. Incurred but unreported:

2.1 DIFEC.. et | ereseeeiens 7,951,460 |............ T195T,480 [ ..o | verreesieninessssienines | eoeesserssseesseseessesses | rseeess et esses | st nies | sreeseenes s enssestns | sretes ettt s | ettt | sreessenst st nntens | et | et

2.2 ReINSUrANCE @SSUMEM..........urererererrereisnesneeseeseseeseesssessesnns | eesessssessessssnssneens 0 [ cererrereererrennrineenees | srersessesssensensiressessnns | seesesseresssesesssssnens | essesssnssessessssssessesss | sessessessessessensnssesns | sensussssessasssssssstessanes | sesessesssessessessiessessess | sesssssmssessassssssaststns | sessessenssessestesssessesses | resessansssssseesansnsns | stessesstessessestenssestenes | sesesesssnsesesissnsnnes

2.3 ReINSUrANCE CEAERM........urerecerircreiree et ersesseese e eseseesees | eoeeseeseeeesessneeneens 0 [ eerereeerreeerreineireenees | eeereernesssiesessiressessens | seesessesesesesessssnees | rsteeusssestesssnstessents | sessessessessessensnsseeas | sensieesestastssssnstestenes | sesessesssessestessessessess | sesseusessstastsessestantns | eesessenesessestessessesias | ressessansnssesseesantnans | stessesstessessestenssestenes | sesessessinensssinenesanes

24 NBL sttt | e 7,951,460 |............ 7,951,460 | ..o (0 O (O OO (01 (0 PO (O OO (0 (0 P (0 OO (01 (01 P 0
. Amounts withheld from paid claims and capitations:

3.1 DHFBCL. ..ttt | et 0 [ e | reireineessinsieiiesinsines | sersesssee e essesnees | reteinsi bttt enis | sessestess st s sessetas | chrebeninstnsteetenstestaees | sesesbent s entessenieniees | sebsebinte et et sb st esbns | etsesbent s sttt ntenies | fetsenieet et r ettt | Sheebeebt ettt bt | ehieeenr ettt baes

3.2 ReiNSUraNCe @SSUMEM..........cuuremrenirirmeesrissmnsreessesieeessensennes | eesesseeseeesseseneens 0 [ e | e | s esnees | reteins st | esiessenen s st | cereteninsinstsssnntesbenes | sesesient s eniesi s eniens | seesehete s b eet st stns | etsent et st ntenies | Heeenine et n ettt | Sheehnebt ettt | erser st bees

3.3 ReINSUrANCE CEARM........ovureriiiiiiireeiseerieisirsenseennresens | e 0 [ e | e | seresieee s | reses sttt | cesiesien s eerenetns | ceneteni ettt | stsesiens e esiesi s eniens | sreerete et nbne | etsent ettt enies | seeenne et | seeti bttt entenes | crreeenn e neees

B4 NBL ettt | srensen s (01 I (0 T (0 (O OO (0 (0 O (O OO (0 (0 (0 OO [0 (01 0
. Totals:

4.1 DITEC.....uovveieciieeeieete sttt | srssssenens 9,640,545 |............ 9,640,545 | .....ovvrrirrienn (0 O (O OO (01 (0 O (0 O (01 (0 O (0 O (01 I (01 0

4.2 ReiNSUraNCe aSSUME........c.vurumerereeererseesnenseessessssseessssssesees | sevsessesssesssessssnenns (0 O (0 O (0 (O [0 (0 (VI (0 O (0 (0 [0 O (01 O 0

4.3 ReINSUraNCe CEARH. .....cocuiuiererrereieiieeieetsesseessssssiessssssssessenes | sessessesssessees 28,673 | .o 28,673 | .o (0 (O (0 (0 (VI [0 (0 O (VI [0 O (VI O 0

44 NBL s | srneieees 9,611,872 |...cco..co. 9,611,872 [ .o (01 (O P [0 I (O [ P [0 I (1 I (O [0 I (01 I 0
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Statement as of December 31, 2006 of the PhYSiCianS Health Plan Of South MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2B - ANALYSIS OF CLAIMS UNPAID - PRIOR YEAR - NET OF REINSURANCE

Claims Paid Claim Reserve and Claim Liability 5 6
During the Year December 31 of Current Year Estimated Claim
1 2 3 4 Reserve and
On Claims Incurred On Claims On Claims Unpaid On Claims Claims Incurred Claim Liability
Prior to January 1 Incurred During December 31 of Incurred During in Prior Years December 31 of
Line of Business of Current Year the Year Prior Year the Year (Columns 1 +3) Prior Year

1. Comprehensive (hospital N MEAICA)............cceveiuricrieeiisiei ettt st nes | sresissessessesessessesassesaad 6,652,055 |....coovveeririiiee 63,867,786 | ...covveerirerrreriiereaes 185,490 | .o 9,426,382 | ....coovvveririeieieinn 6,837,546 |....ccoeerieiirene 10,694,051

2. MEICArE SUPPIBMENL.......couciiieieietiiie ettt bbbt bbb s 3SRtk st s st e s s en s s s s st e s e bensens | 4esbsessesassessebasbes e s sbsntessebee s st sses | 4bsesestantesntes s se b et st ensesantentensesans | abstesiessesetesesse s s s st st ententessetens | Sbensesiesaesesse st et st este s s tesensennsens | sbessesessntestes et et s bt s s 0 [t
3. DBINEAI ONIY....ouceivviecte ittt ettt et et a bbbt s e b s b bbb bt bR b es R At bebee b bR Ras R A et b st ke s s bas e aebebeebe bt s setans | 4ebeesebissetetebestebesssetsetebetentetesnns | nbesetessetebetasetasssaebessetetesestesasanaes | shebetesietesesseeessaetebestebeses e st seaebess | ebesstetestetetestetet s st esseaetenaebebenns | nbssaetesaeteteses et s s tebenteaetesentasnenl 0 et
A VISION ONIY.viiiiiieteitcte ettt et a bbb s b s st b b4 s bR b s R b s b ee s bR b A A et e bbb e e st et et saebesessnansas | Hesebebestetessetsesseteseetes et setasssseaes | Shebetestesesassetes et etesastes e s ssetassesesesa | ebessssesssetebestetesesseasessetesentetesanas | seesesensesetess et s en et es et ebesantesessnaes | srebesestesesassesee e eaebestebesn e annnaed 0 oo
5. Federal employees NEAIth DENEMIS PIAN...........c.oieiiereieieirirs ettt ettt as sttt sse s s s enssessesss | sebsessesssssssssestanssessessaesansnssantantns | nessessnessesnsssnssassssssnssassnsanstassassans | 1essessosssnssessesssnssessnsssnssessessnsnnsnne | £essessanssessassasssnssessesssnssessesssnssnsnns | esssssnssassssnssessessnssessessnssesan 0 [ e
B, THIE XVHI = MEAICAIE..........oocvevevectectee ettt s st ss bbb bbb s ettt ss b ae s s e st s s ssesssssssestessntns | evsesisssssessssesssssesassesssssessssssessesas | #etsstestessesossesessssssssessessssassssessntas | oetessesssssssssssessssessessessstessessesansns | sesesssssessssessessessssessnssesessessnssssnans | eosessessessssesssseesessessnssesssesnsansad 0 [ oo
7o THIE XIX = IMEICAIG. .....o.cveiveieceecie ettt ettt bbb bbb bbb bs st e b e be s b s as b b s st et e bae s s b baebes b sansess | eebssssnsbasssesestassesbsssensesbnstententans | nebssssnesasssssasssasssbasssesbenbeestessensans | sebsestessassssssestasssesesbans st sestansentans | tebbesssssessessesssessessess e ssessestansansans | esbstinsssssestenssestessenssessessenssnsan 0 [
8. ONEI NBAIN. ...ttt bttt b b AR A AR AR s s st R st es b s s b s e st st et nsenbessess | esittentestessetentnsesstentesaessnnsstenseses | etestestessetassestessetastessesetantantessntes | dekessessessstssestessstansessesantessessesnses | netessessesintessestessstessnssetansesensessnses | nebessesiesantessetietansesensesanten st et 0 oot
9. Health SUDLOLAI (LINES 110 8)......vuiiciecieciicieic ettt ettt sttt bbb bbb bbbt bss | ehsessesssessessssass s e saa 6,652,055 | ...covisriniiiisiieiine 63,867,786 | ..ooorrererererererieiaas 185,490 | .o 9,426,382 | ..o 6,837,546 | .oovererreeeienine 10,694,051

10, HEAINCArE FECEIVADIES ().......ovveeecviciciee ettt s e st et s et s e bee s s s asesnsesas | ensesssenses s sessssesens s s saesas 2,640 | .o 1,282,398 | oot eeieiens | e bennn | nerebesente et 2,640 | .o 1,048,372

T, OB NONNEAIN. ..ottt ettt b e bas s b s sttt s b s s b sae s s sasss et ntesas | assesinsntesssbesbnseses s st s sesasssssssesas | esstestessetnseseesees s s estes st astnsesnaes | eebensesiessesseestes st essesses s tesenssesanans | eetesaestesstessestes s teseesassnaesaensesantes | nnteseeseesentes bt en e sensse s nees st 0 [t
12.  Medical incentive poolS and DONUS @MOUNES..........c.cc.cuiuiieiiieicec ettt ettt bbb s s | eviesesssssesensessessesensenes 2,602,606 |....ccoerereieieriieienes (216,556) | ....cocvvrerrreerrerereiieiinan 253,837 | 2,301,690 |..oooorireieieeie 2,856,443 | ..oooovieeeen 2,871,269

13, TOtAIS (LINES 9= 10 # 11 4 12) . iuiiceictiiectctcit ettt sttt ettt et eessesses st s e sttt bse st b tse st s et st st st nesssssnssssantans | absesssssasssssssssnssassansans 9,252,021 | .o 62,368,833 | ...ovorrereieiereriaaa 439,328 | .o 11,728,072 | v, 9,691,349 | .o 12,516,948

(@) Excludes§$.......... 0 loans or advances to providers not yet expensed.
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Statement as of December 31, 2006 of the PhYSiCianS Health Plan Of South MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - GRAND TOTAL

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

SECTION B - INCURRED HEALTH CLAIMS - GRAND TOTAL

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2002 2003 2004 2005 2006
L PHIOT ettt bbb A A4 RA AR 2R R AR e bbbt bbbt n s st | Hhbinbns e st st s et be bbb 87145 | oo 87,009 [ ..o 87,009 | ..o 87,009 | ..o 51,311
2. 2002ttt R AR AR AR AR s AR bbbttt st enntes | esbnsestes s st st n st 59,608 | oo 52,862 | .o 52,634 | oo 52,634 | .o 52,634
3. 2003ttt RS RR R4S RS eReesenebeentntenn st ntenttes | sbestnstententensanstens XXX ortsrtrereirssiesiesiens | ceverssseie s sssssssees 81,859 [ v 80,747 | oo 60,583 | oo 60,583
B 2004 e A AR AR s s AR s s Rttt st st st en et en st s ttensantentanns | ersestenseensantenseanes )0, GO DU D0 T U A N 68,980 | ..voveeerereeeeieee et 68,794
LT 0L TR USSP )0, S DU D 0.0 S DU D0 O O RO L0 74,469
8. 200B........oeeeeeeeeeeet ettt ettt se et et es ettt ettt st et s et et s s s s enssessessent et ssesse s sens st s s sen st st nnsansantnesensentensaesaensenses | cesstesseestessantassees 0., U [ D0, S [ D0, I [ D0 U 73,294
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - GRAND TOTAL
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Cal. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 91)
10 2002 | evereeere s 67,966 | ...cooovrerreereieereeias 52,634 | oo 2,005 | oo 40 | e, L 71 T B0.5 [ oottt | cereeste s | ertestns st sa st ensenees L/ 71 I 80.5
2. 2003y | e T4498 | oo 60,583 | ..o 3,100 | oo B | s 63,683 | .o 85.5 [ttt | ceresiie s e s et | ettt sttt neee 63,683 | ..o, 85.5
30 2004 | e 83,034 | ..o 68,794 | oo 3,268 | ..o A48 | e, 72,062 | oo 8B.8 [ vuiverieeireriseiiesessstees et | et | eebeesss sttt nees 72,062 [ .o, 86.8
4 2005 | s 86,000 | ..o 74,283 | oo BT | e . O 77,400 | oo 90.0 [ oo 439 | o | s A N 90.5
5. 2006......c e | eresiesnes s 80,387 | ..o 63,868 | ..o 3,881 [ X 67,549 | .o 84.0 | 11,728 | oo KR N 79,634 [ 99.1
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Statement as of December 31, 2006 of the PhYSiCianS Health Plan Of South MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - HOSPITAL AND MEDICAL

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

SECTION B - INCURRED HEALTH CLAIMS - HOSPITAL AND MEDICAL

Year in Which Losses
Were Incurred

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - HOSPITAL AND MEDICAL

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment

Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent

Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 911)
1o 2002 | e 67,966 | ..o 52,634 | oo 2,095 | oo 4.0 | e, 54,729 | oo B0.5 | oveieernereireienieineenenieeens | et | b 54,729 | oo 80.5
2. 2003 | s T4498 | .o 60,583 | ... 3,100 | oo B | s 63,683 | .o 85.5 | oo | s | e 63,683 | .o 85.5
30 2004 | s 83,034 | ..o 68,794 | ..o 3,268 | oo A8 | e, 72,062 | oo 8B.8 | .eeuereeeririreienirinrienienienens | et | s 72,062 [ oo 86.8
4 2005 | s 86,009 | ..o 74,283 | oo K A I A2 |, 77,400 | oo 90.0 | .o 439 | e | s 77,839 [ oo 90.5
5. 2006 | rnenesseenr s 80,387 | ..o 63,868 | ..o 3,881 [ X 87,549 | i 84.0 | .o 11,728 | oo K1Y A 79,634 [ oo 99.1
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Statement as of December 31, 2006 of the PhYSiCianS Health Plan Of South MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - MEDICARE SUPPLEMENT

Cumulative Net Amounts Paid

Year in Which Losses 2 3 4 5
Were Incurred 2003 2004 2005 2006
L PIIOT ettt ettt b bbb bR e bR RS s bR bR R A R4 A4 SRR b4t s A bR e SR h R bR s b s A ee A bbb et saes | esietistastesaebeetaeaesse s et et et e bsebn st e baebensess | S4ebsesnsntesstentssesstsetesse s et et ssesensentesses | 4hiessstistesseseeae s e s s s st et e s et es b s s b sensessesas | ebietestasses st est et et s ee s bt st et et e st nse s st | S1ebessesaesiea s et bbb st st st a e s e s
2. 2002.....0eeeieeiiieiet ettt b s sS4 s R £ R8s RA AR eR AR R S8R e RS bR s AR bR s A ee R stttk et b s s bensestensese | shessesessstessesant et et sebaebensesess e s st esnsetantes | 4etesetietesseteRse s s s s et et e s se s e s e ke s e bentensesas | ebsesntietes et ese et e s et en s s s b as e st s e tuetessess | Siebstestessetesaee s s e s st st s et e st e s s st estensetens | 4bsesebiest et et e s st en R st st s s bt Rt
3. 2003t RR RS R SRR R R R ARt a sttt ntenens | erestesenetentesenaees XXX trerterneinrnsieinsienss | coeissnssesssssnsse s esssssessssssssssessssessesseses | setsstessessesassessasses st estes et e s et st s s sesanns | Hresessestes et et et s b et s sttt st e s s b st estesetens | Sbnbesient et et et s et n b st st et b sttt
A, 2004.... oot RR RS £eRERReRRR ettt en R n et ntennens | ernntesenietentesnnaees D00 R ISR XXX e tieireinnneinennsinsens | seeessessesssssessessssssessessssesssssessssesssssessnss | essessessessssessessessssessessessssessessesassessessnsess | stessessessesassessnssesassessesetesessesesensensesntes
B, 2005t R RS ERERREReRR ettt s et entenrens | senetesensetantennsaees ) 0.9, GO DU ). 0, GO IO XXX ctireireieensineinmeinsen | ceeeseneseesssnsse s iesss s ssss s ssssessasssss | seesssessesssssssessesssssssessessesessnsessetessessesaees
6. 200B.......c..eueitietet ittt ettt rt st s et eebsees ettt et st bs s A s Rr R e A s R A es A s s bt s st et st st st et en st essennessnsentntenntentensets | crestesiesistaneesesanes XXXvierrevrisiseieresienes | avrevseiiesesssssinsaas D88 TN (U D, R RO XXX oterrisiieiesisierenns | eevsssesiesisses s sssss s sesssessnses s sanes
SECTION B - INCURRED HEALTH CLAIMS - MEDICARE SUPPLEMENT
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2003 2004 2005 2006
S o £ OO OO PSSP PSP PPTOPIUURPOUIPIOTIUVRIPTO PRV WS BB oo R T O e OO DO DUST OO USSP PT TP
2. 2002ttt sttt s tes s s saessssessessssssensessssessssssssnssssssessssessessesesensensnsssens | erereerenseneneeee e e N Nl I NI s e | ettt ettt ettt s et ae st s tens | sbesesesr et ettt s e sa et s s s r et e
3. 2003t et et ettt a st st s bt en s s besssaesassesannsesentessessesensensesnsenense | sessesessinsessesensees s KO arerestertesestesesaesenes | eetesessiesessess s se s ess et et et ee s st s s bestessesas | ebestssisaesese st s s et st es st s b sase s see s s st esnes | Sietssesaesstesaes s sese s e st et essestes et essesaesantens | sbieseseestes st et et b s sttt s e s s s e s e
A, 2004 et e bbb AR A et ba b et e bbbt nn XXX oetevieiitieiieiesiesiess | oottt benas | essebaess s est et b s b e bbbt st s st et tens | Sbebsebesae s sttt s bt b st bbb ne
B, 2005ttt bbb Rs bRt R ARt ba bR Rttt s s XXX oovevieisrievievesienens | e XXX o ittirieiieieieseiines | ottt nas | etestest et bbbttt
B. 2008, .tttk t et e ettt e sttt es Rkt skt AR Rt E e E et et A e ARt e Attt Rt et ARt n ettt ettt XXX oeviririsrienisiesienens | oevssiesssssssssasesnnes XXX oiiirierienisisnenieninns | areenssiissesssssnsens XXX eivtireisrieiisiesieniens | cersssessessssesssssesssses s st ssanes
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - MEDICARE SUPPLEMENT
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 911)

1 2002t | ererense et esens | sreressestes et es et s e sensestens | sressesanssstes s tensen e n et ensesantes | essesnses st s ettt 0.0 ] o0 | 0.0 | oot | e | et [0 TS 0.0
2. 2003 | s | st tentes | seresste ettt ssetentes | sressesantsn et nenes \ N ..................................... 0.0 | et | e | sresresine st [0 0.0
30 2004 | s | sttt tentes | sesessies ettt ant et ne et s etentns | stessesinsetesesessesessesses L 0.0 . 0.0 | it | et | sresreenne et [0 0.0
4. 2005, eeeeerieens | ereresie e inens | sesessestesesses s sesses s sssesaans | sessssensestesessessesae s ssssnsesensens | eseesessssese et s e snans 0.0 | e [0 U 0.0 | oottt | cereveie s aes e | sresresies et [0 U 0.0
5. 2008........ciiiieieiiieieieeeienierenies | eeerieinieses e esiesneesensens | erestesiesesesiesesssssssessessssssenaes | sresesistessesenassassessnsenaessstestas | shevesissentesestessensesseaeesnean 0.0 | oo [0 0.0 | oooiieieesieeeeccieseiesienies | eerevesie st es s esaesssesnes | creseesiesensesestes s sesarersntena [0 0.0
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Statement as of December 31, 2006 of the PhYSiCianS Health Plan Of South MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - DENTAL ONLY

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

1.

2.

3.

4,

5.

6.

SECTION B - INCURRED HEALTH CLAIMS - DENTAL ONLY
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2003 2004 2005 2006
Lo PHIOT ettt | e QI P I I BB | et | Shesb e R bR | Shee e Rt
R OO ST U USSP SUUseosmrrereors S0, © 0 ISV A U0 O U OO OO OO TSRS
B T 0 O P 0. O O O OO OO
B, 2004ttt R e Rs RS E £ E SRR RS S R AR E £ R AR R ARttt 0 U PP P PP DRSPS
B 2005ttt s SRR E SRR E SRR R E R AR AR ARt ) 9,9 USRS DR XXX trtteieineiiesinnes | eeseeseee ettt ss e eb sttt | £eeEeee et b e bRttt
8. 2008 ...ttt E LRt XXX iiieiseeneensineneneinens | reeernsesenensseees 20,8 Y [OO RO XXX eeeiieeeeensnnerensenses | reeseesssessi s
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - DENTAL ONLY
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 911)

1o 2002t | ettt | sestesises st ennns | sesessssenenensesenensnensensesnns | soneenesenssssssssesensnnenngg 00 0 | e 0.0 [ 1o | e | bbb (01 N 0.0
2. 2003 | e | st | et | seenesensnsinesssssneesenesees S N ..................................... 0.0 [ 1o | e | e (01 RN 0.0
30 2004 | e | et | ese sttt | erbesienr et TR 0.0 L s 0.0 [ 1o | e | e (01 TN 0.0
4. 2005 | ettt stenses | sestestens st st est s es sttt estns | sessessensans et st st enst st st enstens | Sressestesessess st et st s 0.0 | oot (0 0.0 [ 1o | resresreee s | ettt ensnes (01 N 0.0
5. 2008, ... cereriisreeresnesensrisneerrsnenens | eesessserensanesnsssssensensssssensessenans | sressessnessesessens et estenssnsnssrnts | fnssesianssnsessent et et snntensenteneses | srsessenssessesen st et sensnennens [0 {0 0.0 [ Leorierieierennrrisrisrenesseensnes | onerensineseserene e sensnssnsenas | snessssessanssnssnss st st snenensensanes (0] 0.0
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Statement as of December 31, 2006 of the PhYSiCianS Health Plan Of South MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - VISION ONLY

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

1.

2.

3.

4,

5.

6.

SECTION B - INCURRED HEALTH CLAIMS - VISION ONLY
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2003 2004 2005 2006
Lo PHIOT ettt | e QI P I I BB | et | Shesb e R bR | Shee e Rt
R OO ST U USSP SUUseosmrrereors S0, © 0 ISV A U0 O U OO OO OO TSRS
B T 0 O P 0. O O O OO OO
B, 2004ttt R e Rs RS E £ E SRR RS S R AR E £ R AR R ARttt 0 U PP P PP DRSPS
B 2005ttt s SRR E SRR E SRR R E R AR AR ARt ) 9,9 USRS DR XXX trtteieineiiesinnes | eeseeseee ettt ss e eb sttt | £eeEeee et b e bRttt
8. 2008 ...ttt E LRt XXX iiieiseeneensineneneinens | reeernsesenensseees 20,8 Y [OO RO XXX eeeiieeeeensnnerensenses | reeseesssessi s
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - VISION ONLY
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 911)

1o 2002t | ettt | sestesises st ennns | sesessssenenensesenensnensensesnns | soneenesenssssssssesensnnenngg 00 0 | e 0.0 [ 1o | e | bbb (01 N 0.0
2. 2003 | e | st | et | seenesensnsinesssssneesenesees S N ..................................... 0.0 [ 1o | e | e (01 RN 0.0
30 2004 | e | et | ese sttt | erbesienr et TR 0.0 L s 0.0 [ 1o | e | e (01 TN 0.0
4. 2005 | ettt stenses | sestestens st st est s es sttt estns | sessessensans et st st enst st st enstens | Sressestesessess st et st s 0.0 | oot (0 0.0 [ 1o | resresreee s | ettt ensnes (01 N 0.0
5. 2008, ... cereriisreeresnesensrisneerrsnenens | eesessserensanesnsssssensensssssensessenans | sressessnessesessens et estenssnsnssrnts | fnssesianssnsessent et et snntensenteneses | srsessenssessesen st et sensnennens [0 {0 0.0 [ Leorierieierennrrisrisrenesseensnes | onerensineseserene e sensnssnsenas | snessssessanssnssnss st st snenensensanes (0] 0.0
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Statement as of December 31, 2006 of the PhYSiCianS Health Plan Of South MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM

Year in Which Losses
Were Incurred

[ e o

Cumulative Net Amounts Paid

SECTION B - INCURRED HEALTH CLAIMS - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year

Year in Which Losses 1 2 3 4 5
Were Incurred 2003 2004 2005 2006

1o PHIOT et sssss s | s e Il NI | I ettt reestetes | sessssee st ss bbb | Heee eS| e
0O USTUTTOTRPRPRVPRR Uvsvseorserrsd . © 0 NP A I S OO OO OSSO R TSR TPRRRTN
B TR 00X OO PP 0. 0 GO O OO OO OSSPSR
4. ) .0

5. XXX

6. XXXooreeenenesssereenans

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment

Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent

Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 911)
1o 2002t | ettt sttt | seriest ettt nins | seteb ettt btens | £ressent et 0.0 v e 0 [ 0.0 [ 1o | e | bbb (01 N 0.0
2. 2003 | et | et | frebies bbbt | eriesi s N N ..................................... 0.0 [ 1o | e | e (01 RN 0.0
30 2004 | e | et | ese sttt | erbesienr et TR 0.0 L s 0.0 [ 1o | e | e (01 TN 0.0
4. 2005 | ettt stenses | sestestens st st est s es sttt estns | sessessensans et st st enst st st enstens | Sressestesessess st et st s 0.0 | oot (0 0.0 [ 1o | resresreee s | ettt ensnes (01 N 0.0
5. 2008, ... cereriisreeresnesensrisneerrsnenens | eesessserensanesnsssssensensssssensessenans | sressessnessesessens et estenssnsnssrnts | fnssesianssnsessent et et snntensenteneses | srsessenssessesen st et sensnennens [0 {0 0.0 [ Leorierieierennrrisrisrenesseensnes | onerensineseserene e sensnssnsenas | snessssessanssnssnss st st snenensensanes (0] 0.0
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Statement as of December 31, 2006 of the PhYSiCianS Health Plan Of South MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - TITLE XVIIl - MEDICARE

Year in Which Losses
Were Incurred

[ e o

Cumulative Net Amounts Paid

SECTION B - INCURRED HEALTH CLAIMS - TITLE XVIIl - MEDICARE

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year

Year in Which Losses 1 2 3 4 5
Were Incurred 2003 2004 2005 2006

1o PHIOT et sssss s | s e Il NI | I ettt reestetes | sessssee st ss bbb | Heee eS| e
0O USTUTTOTRPRPRVPRR Uvsvseorserrsd . © 0 NP A I S OO OO OSSO R TSR TPRRRTN
B TR 00X OO PP 0. 0 GO O OO OO OSSPSR
4. XXX ttiteireieineineiniens | oeersieeiee ettt tas | essaees ettt h ettt | Shes bRttt
5. D90 RSN DROTTRITROTITD. 0., SO ROTTS PO

6. XXXosereeenserennsennnnns | eonneneessssensssssenes XK Keessssnesesssenssssssssesas | ceeeas XXX

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - TITLE XVIIl - MEDICARE

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment

Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent

Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 911)
1o 2002t | ettt sttt | seriest ettt nins | seteb ettt btens | £ressent et 0.0 v e 0 [ 0.0 [ i | e | creeenneneeneeesoeenennQ. | e 0.0
2. 2003 | et | et | frebies bbbt | eriesi s \ N ..................................... 0.0 [ 1o | e | Q.| e 0.0
30 2004 | e | et | ese sttt | erbesienr et TR 0.0 L s 0.0 [ oo | e | crerenneneenneeneeenQ. | e 0.0
4. 2005 | ettt stenses | sestestens st st est s es sttt estns | sessessensans et st st enst st st enstens | Sressestesessess st et st s 0.0 | oot (0 0.0 [ oot | reresnntsesseesnssssssssssssessenssnsns | seressessesessesessnssessnnssnsnesnnQ | consinssnsenssssesess s 0.0
5. 2008, ... cereriisreeresnesensrisneerrsnenens | eesessserensanesnsssssensensssssensessenans | sressessnessesessens et estenssnsnssrnts | fnssesianssnsessent et et snntensenteneses | srsessenssessesen st et sensnennens [0 {0 0.0 | 1o | erneeessessessesnsssnsssssnnssnsenssnsses | snsessessessesssssnssssssssssnssnssQ | cermessssssesnessssnseensansssssesead 0.0
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Statement as of December 31, 2006 of the PhYSiCianS Health Plan Of South MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - TITLE XIX - MEDICAID

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

1.

2.

3.

4,

5.

6.

SECTION B - INCURRED HEALTH CLAIMS - TITLE XIX - MEDICAID
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2003 2004 2005 2006
Lo PHIOT ettt | e QI P I I BB | et | Shesb e R bR | Shee e Rt
R OO ST U USSP SUUseosmrrereors S0, © 0 ISV A U0 O U OO OO OO TSRS
B T 0 O P 0. O O O OO OO
B, 2004ttt R e Rs RS E £ E SRR RS S R AR E £ R AR R ARttt 0 U PP P PP DRSPS
B 2005ttt s SRR E SRR E SRR R E R AR AR ARt ) 9,9 USRS DR XXX trtteieineiiesinnes | eeseeseee ettt ss e eb sttt | £eeEeee et b e bRttt
8. 2008 ...ttt E LRt XXX iiieiseeneensineneneinens | reeernsesenensseees 20,8 Y [OO RO XXX eeeiieeeeensnnerensenses | reeseesssessi s
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - TITLE XIX - MEDICAID
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 911)

1o 2002 | ettt esnes | seriesb ettt | seeeb bbbttt | feni st 0.0 i l0 0.0 [ 1o | e | bbb (01 N 0.0
2. 2003 | et | et | frebies bbbt | eriesi s \ N ..................................... 0.0 [ 1o | e | e (01 RN 0.0
30 2004 | e | et | ese sttt | erbesienr et TR 0.0 L s 0.0 [ 1o | e | e (01 TN 0.0
4. 2005 | ettt stenses | sestestens st st est s es sttt estns | sessessensans et st st enst st st enstens | Sressestesessess st et st s 0.0 | oot (0 0.0 [ 1o | resresreee s | ettt ensnes (01 N 0.0
5. 2008, ... cereriisreeresnesensrisneerrsnenens | eesessserensanesnsssssensensssssensessenans | sressessnessesessens et estenssnsnssrnts | fnssesianssnsessent et et snntensenteneses | srsessenssessesen st et sensnennens [0 {0 0.0 [ Leorierieierennrrisrisrenesseensnes | onerensineseserene e sensnssnsenas | snessssessanssnssnss st st snenensensanes (0] 0.0
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Statement as of December 31, 2006 of the PhYSiCianS Health Plan Of South MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - OTHER

Year in Which Losses
Were Incurred

[ e

Cumulative Net Amounts Paid

SECTION B - INCURRED HEALTH CLAIMS - OTHER

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year

Year in Which Losses 2 3 4 5
Were Incurred 2003 2004 2005 2006
Lo PHIOT ettt | e QI P I I BB | et | Shesb e R bR | Shee e Rt
R OO ST U USSP SUUseosmrrereors S0, © 0 ISV A U0 O U OO OO OO TSRS
B T 0 O P 0. O O O OO OO
B, 2004ttt R e Rs RS E £ E SRR RS S R AR E £ R AR R ARttt 0 U PP P PP DRSPS
B 2005ttt s SRR E SRR E SRR R E R AR AR ARt ) 9,9 USRS DR XXX trtteieineiiesinnes | eeseeseee ettt ss e eb sttt | £eeEeee et b e bRttt
8. 2008 ...ttt E LRt XXX iiieiseeneensineneneinens | reeernsesenensseees 20,8 Y [OO RO XXX eeeiieeeeensnnerensenses | reeseesssessi s
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - OTHER
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 911)
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Statement as of December 31, 2006 of the PhYSiCianS Health Plan Of South MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2D - AGGREGATE RESERVE FOR ACCIDENT AND HEALTH CONTRACTS ONLY

1 2 3 4 5 6 7 8 9 10 11 12
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XV XIX Stop Disability Long-Term
Total and Medical) Supplement Only Only Benefit Plan Medicare Medicaid Loss Income Care Other
POLICY RESERVE

N

o~

® N o o

Unearned premium reserves...............c........
Additional policy reserves (a)............ccveunen.
Reserve for future contingent benefits..........

Reserve for rate credits or experience rating
(including §.......... 0) for investment income..

Aggregate write-ins for other policy reserves
Totals (GroSs).....cceereveeereeeerereereeeeeeesee
Reinsurance ceded.........ccccovveriicriennnn,

Totals (net) (Page 3, Line 4)......cccccoverenneas

refunds

10.
1.
12.
13.
14.

Present value of amounts not yet due on claims..........ccccocovverrnnenes

Reserve for future contingent benefits..........
Aggregate write-ins for other claim reserves
Totals (GroSS)....cvrerererrermeereereerereseeseereeeneens
Reinsurance ceded...........ccoonriniininnins

Totals (net) (Page 3, LiN€ 7).....cccvvvvvervennnne

0501.
0502.
0503.
0598.
0599.

Summary of remaining write-ins for Line 5 from overflow page.........

Totals (Lines 0501 thru 0503 plus 0598) (Line 5 above).......ccccceevenes

1101
1102.
1103.
1198.
1199.

Summary of remaining write-ins for Line 11 from overflow page.......

Totals (Lines 1101 thru 1103 plus 1198) (Line 11 above).................

............................ (O O |
DETAILS OF WRITE-INS
............................ LV RN |
............................ (O PSSR |
............................ LV RN |
............................ 0 |0

Includes §.......... 0 premium deficiency reserve.




swtement as of Decernber 31, 2006 ot P Y SiCians Health Plan of South Michigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 3 - ANALYSIS OF EXPENSES

Claim Adjustment Expenses 3 4 5
C;st OtherzCIaim General
Containment Adjustment Administrative Investment
Expenses Expenses Expenses Expenses Total
1. Rent($....... 0 for occupancy of OWn building)........ccvuevveerrireiierssesseesesssesesisssseses | v 252 [ 50,693 | .oovirennne 107,328 | ..o | v, 158,273
2. Salaries, wages and other DENETitS...........ccevierieeieiereieee e sssssesins | eeresesieeenns 24118 | o 1,236,063 | ............ 2,284,505 | ..o | v 3,544,685
3. Commissions (less §.......... 0 cededplus §.......... 0 aSSUME).....coorvrririrrieriesierenenisnniens | o 1,364 | oo 666,331 | ..ovvveee 1,448,727 | .o | v, 2,114,422
4. Legal feeS aNd EXPENSES.......coviiiirireireississiesisssiesssss st essessssssessessessesssessessesssessessesssessens | sessesssssssssssssssnsssssnnss | sssessesssessessas 33,061 | oo 73,033 | cooeeeeereereneineieens | creereinninnens 106,094
5. Certifications and accreditation fEES..............uurrmrrirrierriineeierreesiesienresenseenes [ e | cerrnssmesessiesssees | e | e | 0
6.  Auditing, actuarial and other CONSUItING SEIVICES.........cvrrreirieiinieisieinieeseieseeseisnenns | eoneeeennisissessnsssssens | oessessssssnssesesssennns | covseseenns 1,467,605 [..ooovoverevieriens | ceeereinens 1,467,605
7. TraveliNg EXPENSES......viuirreireereieeieeeisesee ettt s st sssessesssssssessesssssssessessesns | nesessessssssssssssnssnsenes | sereenssessesenns 17,666 |....ccvvveeee 39,026 | ..vovcveereerereereeens | e 56,692
8. Marketing and adVertiSING.........cccveueviriiiieiiececee et sssssenes | ereres s esennnes | ceneeesereessnsensnenes | e 212,833 | .o | e 212,833
9. Postage, express and telEPhONE. ..ot ssssssssessensns | oessessenesnsnees 10,764 | ............... 279,450 | coveevnn 418,256 | ..o | e 708,470
10, Printing and OffiCe SUPPIIES. .....vvrrererrrnrereirreieeeniiesiscssiseeseesesseess e sssssssssesssssssssnens | sessnssessssssessesens 334 [ 15,482 ..o 41,851 | [ 57,667
11. Occupancy, depreciation and @amortization...............ceeeveeverereeviee e esseisies | oo 870 | .o 37132 | 65,930 | oo | e 103,932
12, EQUIDIMENT. ...ttt et sttt sst st essensanssens | wressessanssessessesssnssnsses | sessessesssessessssssnssnssens | sesessesssessessessanssnssnsss | ssessessomssessessnnssessessns | sesesseeeenesenesnens 0
13.  Cost or depreciation of EDP equipment and SOfWare...........ccc.cvvverieininrrsinieeenieesnnns [ convnseenesssessenens 164 | 19,843 ..o 40,803 [ ..vveerereererreirnienens [ 60,810
14.  OQutsourced services including EDP, claims, and other Services............ccovoevvevevvereeeeens [ orviereicnnn 10,041 | oo 294,688 | ..ocone 465,286 | ..coocvvveeeereeieeeees | e 770,015
15.  Boards, bureaus and assoCiation fEES............cocuieiiricirieiiieeeceeeceee e | e | e 7979 | 17,626 | oo e 25,605
16.  Insurance, eXCept ON EAI ESLALE...........cc.cveevevieeieee ettt | eeveseseesssess e sessenees | crresissessesesas 40,870 | .oooererrernnn 90,284 | ..o | e 131,154
17. Collection and bank SEIVICE ChATGES...........ouurueerurrinrienieneirreseesessseeeeessesseesesseesessessssns | eessessasssessessssssesesses | sessessesssessesssssesnssess | sesessesssessessessanssnssnsss | soessessmmssessessasssessessns | ceseeesmesssessnmeseens 0
18.  Group service and adminiStration fEES....... ..ot sctseessesesteeeennenes [ ereeseeseneseesssessseesses | sessessesssessessessessessens | sesessesssessessessanssnssesss | srestessmmssessessnnssessesss | seseeseensssenssnesnsens 0
19.  Reimbursements by UNINSUIEA PIANS...........ruururireeireieereireeeeeseeeeeesssesessessesssssssesnssnes | ereesessmsssessessessnessses | sessessesssessessssssessnssens | sesessesssessessessanssnssnnss | ssessessmmssessessssssessesss | sesesesmesnsesemesneens 0
20. Reimbursements from fiscal INtErMEAIAMNES............covueriiririicieiiierrierinrisrisrieins [ e | creserneeninessssesenenenes | srresinnesssesesnnesesies | onsiesienesssensenesnees | sersensinsensesnseeees 0
21, REal StAtE EXPENSES.....oucveivieciiici ettt sssense s | sresessessesesiessssensesinss | essessssissesessssesesess | seresiesiessssesessssensesees | cestesissesesesessessnsens | aresessesssses s 0
22, Real BSIAtE tAXES.......cveuiereieciiicrr s sssienes | eeinreiensi s | rerenneen s enienes | st | s | s 0
23. Taxes, licenses and fees:
23.1 State and 10Cal INSUFANCE TAXES...........cvurvrieireiiesireinne e esiessesesisseesisenaas | eeniessinssessensiessienes | seveesiensisssssssnssnnsins | cnreenmmsesinnsennsssessnnes | nerinnssnnsenessnessnseesins | corsesinesnssssseenens 0
23.2 State Premilm taXES.......cvvviveicieiieeeis et entenas | evestesienesssesnes AT5 [ 11,403 | .o 16,403 | .o [ 28,281
23.3 Regulator authority lICENSES @NA fEES.........ccoeuviveiieieie e sssssssses | evesssisiesssssesseens | seenesssssssessssessessesses | sesessssessssesssssessssens | ressssesessssessesessssenss | svessesssssssessssessonsens 0
23,4 PaYTOll AXES.......cvuieiviiciiiieieicteits ettt bt et s st s st s s | essessstssessesensinsenenns | sesesesinsestessssenssnsesens | sressesessesessessnssesessens | eesessestesistessesesensenns | sresiesesssres s 0
23.5 Other (excluding federal income and real estate taxes)........ccocevevererinreieeiiees [ eeveveneiseienennens I 26,205 | .ovirverinn. ST87T | oo | e 84,083
24. Investment expenses notincluded €ISEWNErE.............cccvviieiininiecsesiessesssesssnens | oveeieiensenesennd (GG 1,580 [ .o 2,273 [ ovoeevrereieenienns [ e 3,919
25.  Aggregate Write-inS fOr EXPENSES........civiieirieieieiie et sessessssessenns | ersssesssssssssesas 5694 | o 146214 | ... 217,701 |, (V1N I 369,609
26. Total expenses incurred (LINES 110 25).......c.ccuuievierceissieessesiessesessssssesessessesessesnns | eeviessssesenns 54,143 | v 2,884,660 | ............ 7,065,347 | oo 0 | (a)......10,004,149
27. Less expenses unpaid December 31, CUIMENE YEAT.........ccceieveereerereiseesseresssssesssssensns | cenesssinssesessnessenens | ervessesennns 357,058 | e 858,251 | oo | v 1,215,309
28.  Add expenses unpaid DeCember 31, PriOr YEAI........covuvirririrnrieiersinesssessesessssesssssenss | conssesssssssssesssssssessens | soessnennees 1,098,964 | ............ 2,037,348 | ..o | v 3,136,312
29.  Amounts receivable relating to uninsured plans, Prior YEAT.........ccoeverienmnneennineines | coverersinsessssnssenees | o | nerseessesssnssnnensenes | consenmmensssesensees | oo 0
30.  Amounts receivable relating to uninsured plans, CUMTENT YEAT.........ccoveuireerrieriisrirsienn | eerssrsrsesessssmssnsessnes | onessmsissessessssssssenss | eeressesssssssansesssssssesses | ersssessnsessnsessensessnsess | assessssesssssessssassasses 0
31.  Total expenses paid (Lines 26 minus 27 plus 28 minus 29 plus 30).......ccoeeeierrerieieriens | coerrseieninnns 54,143 |............ 3,626,566 |............ 8244444 | ... 0f..... 11,925,152
DETAILS OF WRITE-INS
2501, Other MISChEllANEOUS...........ccveeurirrreiriiresieeiererisesssesssssesesessseesssesssesssessssssssssssssnens | cesseessmneessnseons 5694 | oo 146,214 | ..o 297,701 | oo | e 369,609
2502, et ennes [ cesnennnensi s nenstenens | cerrsnenne st enssnns | st [ eereeseenensensnees | e 0
2503, ettt ennes | wereesenestsessssnnstnnsns | seeesssssssesssnnsntenssenns | creeessnesssnnssnnsssnnsns [ ersnesssesssenssannnsnnnes | cernnesrnneee s 0
2598. Summary of remaining write-ins for Line 25 from overflow page........c.cccoeveeveeeereeeeseiens | ceevereeeesieiseseenns (1] R (0] R (01 R (01 0
2599. TOTALS (Lines 2501 thru 2503 plus 2598) (Line 25 aboVe).......coovurrrernrrenmnrernscernsnesnees [ eornsnerssssesaneens 5,694 | .o 146,214 | ..o, 217,701 | oo 0] o 369,609
(@) Includes management fees of $........... 0 to affiliates and $.....3,211,440 to non-affiliates.
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swtement as of Decernber 31, 2006 ot P Y SiCians Health Plan of South Michigan

EXHIBIT OF NET INVESTMENT INCOME

1 2
Collected Earned
During Year During Year
1. ULS. GOVEINMENE DONAS......eeeeirrecieiecse ettt s e r et
1.1 BoONdS €XEMPE fTOM U.S. t8X... ... vttt s8R sn s
1.2 Other DONAS (UNGFFIIALEA).........currerererreierieeireer ettt Es st
1.3 BONAS OF AffIlIALES. ..ottt ettt ss ettt s bbbt
2.1 Preferred stocks (unaffiliated)
211 Preferred stocks O @ffilAtES. ..ottt bbb
2.2 Common stocks (unaffiliated)
2.21 COMMON SIOCKS Of AFfIIALES. ..........cvieiieiicecicct ettt bbb bbb e s bbb ssesse s tes s | ebessebasssesssses et st essesaebestessesaesnaes | oebssesinssssassesassssses e bas s s s b seesnees
3. Mortgage loans
4. REAIESIAIE......eiveeeiccecie ettt R s ARt ARt R R s s bttt es Rt st et
B, CONITACLIOBNS..........oecveieeecicee ettt et b s et b s st s e bee b et bee sttt s et sene s
6. Cash, cash equivalents and ShOrt-term INVESIMENLS...........c..cuivieciiiiie et
7. Derivative instruments
8. OtNEI INVESIEA @SSELS.........cvuieiecectctecte ettt sttt st s bbbttt
9. Aggregate Write-ins fOr INVESIMENt INCOME..........cc.cviuiiiiieiiete ettt sttt an
10, Total GrOSS INVESHMENE IMCOME. ... .. rueereereseertesees e e ssessesses e ses et see st E e f e E 84288484288ttt
11, Investment expenses

Investment taxes, licenses and fees, excluding federal income taxes

13, INEEIES EXPEINSE.......ucveieveieee ettt s bbbt a4 bbb s b Rs s Ra AR E bbb A AR A AR A bbb a s s bbbt bttt an

14.  Depreciation on real estate and Other INVESIEA @SSELS...........ccciuiueiiieiieee ettt bbbt es bbb bbbt

15.  Aggregate write-ins for deductions from INVESIMENT INCOME............c..ceiuiuiiiieicc ettt bbbttt s sttt es s b sens | oebessessssssssssssss st ansensenas 114,977

16, Total deductions (LINES 11 HTOUGN 15)........c.iiiiieeiiicisiieisei ettt sttt b b2ttt b s bbb s bbb st s bbb nsesns | oebessesesssssssessnssntansensenas 114,977

17. Netinvestment income (LINE 10 MINUS LINE TB)..........ocuevuiuiviieictesiie ettt ettt s bs s s sttt bbb st s st ssesenbnaes | ebsnbessnssessnsessnssesnsenans 1,192,636
0901.
0902.
0903.
0998. Summary of remaining write-ins for Ling 9 from OVEMIOW PAGE..........ovririeieieiriinsiesss sttt sttt st ssssessessanssnss | sssessesssssssssssmsssssssssssnssssssssnnes [0 TN 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (LINE 9 @D0OVE). ... rverereiresersaressessrsaseasssssssesersaseseessssnsssssssssssssssssssessssssssssesssnssssssssansansss | sesesssssssssssesssssssssssssssassssssssanes (01 U 0
15071, BANK SEIVICE FEES......oveivtivceeicectet ettt ettt ettt e a et a e st s s a2 st s e e s b et et s e s b e s st ae e b s s s st s et ee b s bt et s et s sansens et ntntena | eebessebesessesaeseesnseseeseenan 114,977
1502, oottt eSS S S RSS2SR AR SRRt | bttt
1803, oottt eSS eSS4 S £ R SRR S £ S e S£SER RS e£SSESS£R1 8RS RR SRRkt | st sttt
1598. Summary of remaining write-ins fOr LINE 15 frOM OVEMIOW PAGE. ... vuruueriiiinriieiiecieceseieis ettt ettt ass s sesssnsessenss | Sestessnssessansanssessessanssessessessnnsns 0
1599. Totals (Lines 1501 thru 1503 PlIUS 1598) (LINE 15 @D0VE).... .. eerrureusrerresaisareieeseeseessesssessessesseeses s see s ees 8 essees 2828 ee88 e 28 e 8 e ee ettt st ens st snmennsentans | eressnssnnssssssssnnssnssnssnssnes 114,977

(@) Includes$.....15,130 accrual of discount less $.....45,717 amortization of premium and less $.....19,293 paid for accrued interest on purchases.

(b) Includes§.......... 0 accrual of discount less §.......... 0 amortization of premium and less §.......... 0 paid for accrued dividends on purchases.

(¢) Includes$.......... 0 accrual of discount less §.......... 0 amortization of premium and less §.......... 0 paid for accrued interest on purchases.

(d) Includes §.......... 0 for company's occupancy of its own buildings; and excludes §.......... 0 interest on encumbrances.

(e) Includes§.......... 0 accrual of discount less §.......... 0 amortization of premium and less §......... 0 paid for accrued interest on purchases.

(f) Includes§.......... 0 accrual of discount less §.......... 0 amortization of premium.

(@ Includes$.......... 0 investment expenses and §.......... 0 investment taxes, licenses and fees, excluding federal income taxes, attributable to Segregated and Separate Accounts.

(h) Includes§.......... 0 interest on surplus notes and §.......... 0 interest on capital notes.

(i) Includes§.......... 0 depreciation on real estate and §.......... 0 depreciation on other invested assets.

EXHIBIT OF CAPITAL GAINS (LOSSES)
1 2 3 4
Realized Unrealized
Gain (Loss) Other Increases
on Sales Realized (Decreases) by
or Maturity Adjustments Adjustment Total

1. U.S. government DONGS.........oovvveveveveierercresiese e

1.1 Bonds exempt from U.S. taX.......cocovvrmverrererineeieeceeesessesseiens | e

1.2 Other bonds (unaffiliated)....

1.3
2.1
2.11

Bonds of ffiliates....
Preferred stocks (unaffiliated)..
Preferred stocks of affiliates.........ccccvevrverevererecieeeece e
Common stocks (unaffiliated)
Common stocks of affiliates
Mortgage loans
Real estate
Contract loans
Cash, cash equivalents and short-term investments....................
Derivative instruments
Other invested aSSEtS..........ocucvrieieeieeriee s
Aggregate write-ins for capital gains (I0SSES)......ccc.vvvrvrreerrerennns

)
cooo\noscn_-h_w-,\,!\’
N RS

N
o

Total capital gains (I0SSES)........c.ceerreireiiirirereresssiesesssrssessennaes

0901.
0902.
0903.
0998.
0999.

Summary of remaining write-ins for Line 9 from overflow page....
Totals (Lines 0901 thru 0903 plus 0998) (Line 9 above)...............
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swtement as of Decernber 31, 2006 ot P Y SiCians Health Plan of South Michigan

EXHIBIT OF NONADMITTED ASSETS
1

Current Year
Total
Nonadmitted Assets

2
Prior Year
Total
Nonadmitted Assets

3
Change in Total
Nonadmitted Assets
(Col. 2-Col. 1)

© ® N o

1.
12.
13.

14,

15.
16.1
16.2

17.

18.

19.
20.
21.
22.
23.
24.

BONAS (SCEAUIE D).....oocveevrieieittcce st
Stocks (Schedule D):

2.1 Preferred StOCKS. ...ttt
2.2 COMMON SIOCKS.......veurvuirierriiisrsieiee sttt
Mortgage loans on real estate (Schedule B):

3.1
3.2 Other than first IENS.........ccvureeerrmiircee s
Real estate (Schedule A):

4.1

FIESEIIBINS. .. .e.vecveeeettcete ettt st

Properties occupied by the COMPaNY ..o s
4.2 Properties held for the production of INCOME............ccccovivviviieiicrceieic e
4.3 Properties held for SAlE...........ovininnine et nens

Cash (Schedule E-Part 1), cash equivalents (Schedule E-Part 2)
and short-term investments (SChedule DA).........cc.ovrnrrrinrinrinrinsieesssssesessse s

CONrACT I0ANS.........cvuiieiiieiii b
Other invested assets (SChEAUIE BA)..........ocrrrieinrnsnreesissesssessssssssssssessessesssessessnes
Receivables fOr SECUNEES. ...
Aggregate write-ins for INVESEd @SSELS.........ovrrerererrerrerreeereeee s
Subtotals, cash and invested assets (LINES 110 9).....c.ccevveicieieinicsieeeee e
Title plants (for Title iNSUIErS ONIY)........criririiereee e eeeee e eees
Investment income due and aCCrUEA...........coc.iiiieinieiiein e
Premiums and considerations:

13.1 Uncollected premiums and agents' balances in the course of collection

13.2 Deferred premiums, agents' balances and installments booked but
deferred and NOt YEL QUE........c..cuuevcicicccsee e

13.3 Accrued retroSpective PreMIUMS.........c.cwererurineereeeeneetseesee et ss s seesssnses
Reinsurance:

14.1 Amounts recoverable from FEINSUIETS...........c.cviririineiieiiseere s
14.2  Funds held by or deposited with reinsured companies...........cccvvereivnneneeenneenenns
14.3  Other amounts receivable under reinsurance Contracts.............ocerreierrienenrerenrinnees
Amounts receivable relating to uninsured Plans...........cccoeeeriierieieereee e
Current federal and foreign income tax recoverable and interest thereon............ccccccuveueee.
Net deferred taX @SSEL..........cu ettt
Guaranty funds receivable or 0N depoSit..........ccccueieveieieieeiese s
Electronic data processing equipment and SOftWare...........cccc.cueveeeieeeeiseeeeeee e
Furniture and equipment, including health care delivery assets...........cocvveviecsieniereiienns
Net adjustment in assets and liabilities due to foreign exchange rates..........ccovvvvevvievveennne
Receivable from parent, subsidiaries and affiliates............ccccucerevieeicscecseecsnns
Health care and other amounts receivable............ccoveiincniie e
Aggregate write-ins for other than invested assets.........ccoveeeericeeceie e

Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell Accounts (LIN€S 10 through 23)..........ovrermmienrenrenneinsensinnessssssssssssssessssssessessassssssessessnns

From Separate Accounts, Segregated Accounts and Protected Cell Accounts......................

TOTALS (LiNeS 24 aNnd 25)............coeereeierrceecreececes e

...................................... 66,046
.................................... 136,817

...................................... 32,411
.................................... 105,607

0998. Summary of remaining write-ins for Ling 9 from overflow Page.........c.cccvveeeveeevcerieerieiees | v L0 U (0 OO 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (LiNe 9 @DOVE)......cviiieiiriiiieisieiieieese e | cveiisesiesss s es st es s neans 0 ] e 0 ] e 0
2301, Prepaid INSUFANCE..........cccveveiiieiececteieiee ettt sssbesssbessssssessnsssens | oevebessssessssssesessesesessssesssaes 31,210 [ oo 136,817 [ oo 105,607
2802, oottt et R 88 | £hE e Rt en e sn s | eesb sttt rnnns | eeets e ees et et rn e 0
2303, ettt | ettt | ettt nenns | eesbs ettt 0
2398. Summary of remaining write-ins for Line 23 from overflow page.........ccocoueeeniceeieeiiniies | coverisessiessesee s 0 | e 0 | oo 0
2399. Totals (Lines 2301 thru 2303 plus 2398) (LiNe 23 @DOVE)........cccvecvereiiiiieieesieserssesieseens | eorveerisesissesessesseses s sneans 31,210 o, 136,817 [ oo 105,607
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Statement as of December 31, 2006 of the PhYSiCianS Health Plan Of South MiChigan

EXHIBIT 1 - ENROLLMENT BY PRODUCT TYPE FOR HEALTH BUSINESS ONLY

Total Members at End of 6
1 2 3 4 5 Current Year
Prior First Second Third Current Member
Source of Enrollment Year Quarter Quarter Quarter Year Months
1. Health MaiNteNaNCe OGANIZALIONS...........c.cvuivieeieicteee ettt sttt st st s s s s senes | sensesensssssassssssnssssessesnsses 28,156 [ ..oveeieireiereeieee s 24,709 | oo 24,032 [ 23,004 | oo 21,857 [ 281,883
2. ProVider SEIVICE OFJANIZAONS..........c.coiuiviiiietiiieee ettt sttt ettt a bbbt s b es s b b s bt ssebebenbebes s et s ssebes | 4ebsesessssssebessstesssesebssebesessesesasssses | ebessiesssassesessssesesassesessssssessnsesesens | sbssesessesesesssesssassetessesesesassesassnsess | suebesestesesssssessssesessssesassssesssssesesas | besssessssssesessstesssssssssssstesessetessanses | ebesesinsasssesessssesesesesess e aes e s bebens
BT o (=) (=1 =T B 0T o Lo oY ol (0T =0T T PO OO0 OO0 OO U OO OO TSR
4. POINE Of SEIVICE. ... veeceereieeceect ettt Rf 8RR b R b s | £eeb Rt b f bbbttt | SheeeE s et R e Rt R ettt R bbb ee | Hehb R Rt R R R R Rt eR iR | £reebeeR bbbttt | Hebeb bbbttt | etbe e ettt
B, INBMNIEY ONY....oveieitcieieie ettt a bbbt ee s b bbbt s st s et et e st a b b s R e se s et en s e s bbb st ensebessebebesas | sretetebietebsssaee s etebesaebeses s et ssetetes | ebbstesssetetestetesasetesasseaetensebebesns | nesetebestebesasstsessetesentesesasntasnsetese | sbebesstessstetesaebesesastesassstesssesesasas | ebresetiesetebesste st e e ebsaebebessebesasntes | ebesbetebsaee et s et et e st b s e s b bns
6.  Aggregate write-ins for Other INES Of DUSINESS..........iuu ittt sbes | sbsbsbt st bbbttt sensenen 0 [ oo 0 [ o 0 [ e 0 [ oo 0 ] oo 0
S o - OO OO OO OT PR (SO OTS SO S RO R R 28,156 | v 24,709 | oo 24,032 | .o 23,004 | oo 21,857 | e 281,883
DETAILS OF WRITE-INS
0G0 OO OO OO OO PO OO OO OO PO PP R T
0602.
0603.
0698. Summary of remaining write-ins for Lin 6 from OVEITIOW PAGE. ...ttt tesssessns | seessesssssssssssnssessssssnssesssssssssesen (0 OO (01 R (0 OO L0 PO (0 OO 0
0699. Totals (Lines 0601 thru 0603 plus 0898) (LINE B @DOVE).........ccviieeueiriiiiiesiressessssssessssssssssessesssssssssssssssesssssssssssssssessssessessnsans | ssossesssssassssssssssessssessassessssansassess 0 ] oo 0 | oo 0 | oo [0 OO [0 OO 0




swtement as of Decernber 31, 2006 ot P Y SiCians Health Plan of South Michigan

NOTES TO FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation - The financial statements have been prepared in accordance with accounting practices prescribed or permitted
by the Michigan Office of Financial and Insurance Services (OFIS) and the National Association of Insurance Commissioners (the
NAIC). These practices differ in some respects from generally accepted accounting principles (GAAP). Certain assets are
considered non-admitted for statutory purposes and are excluded from the balance sheet. These non-admitted assets have been
allocated to retained earnings (deficit) in the financial statements.

Cash and Cash Equivalents — Cash and cash equivalents include operating cash and short-term investments with original maturities of
one year or less at the time of purchase. These amounts are reported at cost, which approximates fair value.

Investments — Debt securities consist of bonds that are carried at amortized cost. The cost of bonds is adjusted for amortization of
premiums and discounts to maturity using a level-yield method. Realized gains and losses are determined using the specific
identification method and are included in operations. The fair value of investments is determined based upon quoted market prices.

Property and Equipment - Property and equipment are carried at cost, less accumulated depreciation. Depreciation is calculated
using the straight-line method over the estimated useful life of the assets.

Health Care Costs — Health care costs include claims paid, claims in process and pending and estimated unreported claims and
charges by physicians, hospitals and other health care providers for services rendered to members during the year. Adjustments to
prior period estimates are reported in the current period, and changes in these estimates may be significant. Given the nature of these
expenses, amounts accrued at year-end are paid predominantly in the following year.

Claims payable are determined using statistical analyses and represent estimates of the ultimate net cost of all reported and
unreported claims that are unpaid at the end of each accounting period. Although it is not possible to measure the degree of
variability inherent in such estimates, management believes the liabilities for claims are adequate.

Premiums — Premiums are billed monthly for coverage for the following month and are recognized as revenue in the month for which
insurance protection is provided. Premiums collected in advance of services rendered are reflected as unearned premiums.

Use of Estimates — The preparation of financial statements in conformity with accounting practices prescribed and permitted by OFIS
requires management to make estimates and assumptions that affect the amounts reported in the financial statements and
accompanying notes. Actual results could differ from these estimates.

2. ACCOUNTING CHANGES AND CORRECTIONS OF ERRORS
Not applicable.

3. BUSINESS COMBINATIONS AND GOODWILL
Not applicable.

4. DISCONTINUED OPERATIONS
Not applicable.

5. INVESTMENTS
Not applicable.

6. JOINT VENTURES, PARTNERSHIPS AND LIMITED LIABILITY COMPANIES
Not applicable.

7. INVESTMENT INCOME

All income due and accrued has been included in the filing.

8. DERIVATIVE INSTRUMENTS
Not applicable.
9. INCOME TAXES

PHPSM is not subject to income taxes.
10. INFORMATION CONCERNING PARENT, SUBSIDIARIES AND AFFILIATES

PHPSM is a wholly owned subsidiary of Foote Health System, which has contributed capital to PHPSM of $2,303,193 since its
inception in 2000.

PHPSM has a provider agreement with W. A. Foote Memorial Hospital (Foote), an affiliated entity. Foote provides inpatient and

outpatient hospital services to PHPSM members under the terms of this annually renewable contract. Total payments to Foote for
hospital and physician services were $26,489,655 in 2006.
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NOTES TO FINANCIAL STATEMENTS

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

PHPSM is a member of PHP Shared Services, LLC (Shared Services), which was formed to provide services for the benefit of the
member entities under the common trade identification of “Physicians Health Plan”, including statewide marketing, contracting and
other services. In addition to the recorded investment in Shared Services, LLC, PHSPM pays Shared Services a monthly fee for
licensing and reimbursement of operating expenses.

DEBT

Not applicable.

RETIREMENT PLANS, DEFERRED COMPENSATION, POSTRETIREMENT BENEFITS AND COMPENSATED ABSENCES
AND OTHER POSTRETIREMENT BENEFIT PLANS

Not applicable

CAPITAL AND SURPLUS, SHAREHOLDERS' DIVIDEND RESTRICTIONS AND QUASI-REORGANIZATIONS

Not applicable.

CONTINGENCIES

Not applicable.

LEASES

PHPSM leases office space and telephone equipment from Foote, with a lease agreement in effect through May 2008. During 2006,
the Company made rental payments of $169,212. Pursuant to the lease agreement, the rent is adjusted annually based upon changes

in the Consumer Price Index.

INFORMATION ABOUT FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RISK AND FINANCIAL
INSTRUMENTS WITH CONCENTRATIONS OF CREDIT RISK

Not applicable.
SALE, TRANSFER AND SERVICING OF FINANCIAL ASSETS AND EXTINGUISHMENTS OF LIABILITIES
Not applicable.

GAIN OR LOSS TO THE REPORTING ENTITY FROM UNINSURED PLANS AND THE UNINSURED PORTION OF
PARTIALLY INSURED PLANS

There are no gains and losses from uninsured accident and health plans or partially insured plans.

DIRECT PREMIUM WRITTEN/PRODUCED BY MANAGING GENERAL AGENTS/THIRD PARTY ADMINISTRATORS
Not applicable.

SEPTEMBER 11 EVENTS

Not applicable.

OTHER ITEMS

PHPSM elected to use rounding in reporting amounts in the statement.

EVENTS SUBSEQUENT

PHPSM has accepted the resignation of Greg Gieseman, CEO, effective 3/1/07. In addition, PHPSM has accepted the resignation of
Dennis Means, M.D., Medical Director, effective 3/17/07.

PHPSM has named Wynn Hazen as Interim CEO and is in the process of retaining a medical director.
REINSURANCE

Not applicable.

RETROSPECTIVELY RATED CONTRACTS AND CONTRACTS SUBJECT TO REDETERMINATION
Not applicable.

CHANGE IN INCURRED CLAIMS AND CLAIM ADJUSTMENT EXPENSES

Reserves for incurred claims attributable to insured events of prior years have decreased by $12,078,000 million from $12,517,000
million in 2005 to $439,000 million in 2006. Claims payments accounted for $9,252,000 of this change while $2,826,000 is due to
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NOTES TO FINANCIAL STATEMENTS

changes in estimates, which are included in medical services expense in the accompanying statutory statements of operations.

26. INTERCOMPANY POOLING ARRANGEMENTS
Not applicable.
27. STRUCTURED SETTLEMENTS
Not applicable.
28. HEALTH CARE RECEIVABLES
Quarter Estimated ([Pharmacy |Actual Actual Actual
Pharmacy |Rebates as |Rebates Rebates Rebates
Rebates as |Billed or Received Received Received
Reported on | Otherwise Within 90 Within 91 to  |More Than
Financial Confirmed  [Days of 180 Days of |180 Days
Statements Billing Billing After Billing
4Q 2006 390 0 0 0 0
3Q 2006 314 384 353 0 0
2Q 2006 397 450 450 0 0
1Q 2006 427 481 481 0 0
4Q 2005 418 469 445 0 22
3Q 2005 404 462 460 0 1
2Q 2005 387 448 448 0 0
1Q 2005 374 417 417 0 0
4Q 2004 360 427 417 0 10
3Q 2004 357 383 361 0 22
2Q 2004 335 370 367 0 3
1Q 2004 339 381 337 0 44

The company uses drug utiliazation average rates times claims counts for that month to
estimate pharmaceutical rebate receivables.

Calendar |Evaluation |Risk Risk Risk Risk Actual Actual Risk |Actual Risk |Actual Risk
Year Period Sharing Sharing Sharing Sharing Risk Sharing Sharing Sharing
Year Receivable [Receivable [Receivable |Receivable [Sharing |Amounts Amounts Amounts
Ending as as Billed not yet Amounts [Received Received Received all
Estimated |Estimated Billed Received |First Year [Second Other
in the Prior |in the in Year |[Subsequent [Year
Year Current Billed Subsequent
Year
2006 2006 0 225 0 225 0 0 0 0
2005 2005 0 21 211 0 211 0 0 0
2004 2004 0 6 6 0 6 0 0 0

The reinsurance risk share is calculated by taking 70% of premiums paid, diducting out reinsurance receivables collected
and receivable to be collected. 40% of that balance is then distributed to the health plan as a risk sharing payment.

29.

Not applicable.

30.

PARTICIPATING POLICIES

PREMIUM DEFICIENCY RESERVES

PHP of South Michigan is not required to have a premium deficiency reserve.

31.

Due to the type of business being written with this license, the Company has no salvage. As of December 31, 2006 and 2005, the

ANTICIPATED SALVAGE AND SUBROGATION

company had no specific accruals established for outstanding subrogation, as it is considered as a component of the actuarial

calculations used to develop the estimates of incurred but not yet reported claims.
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SUMMARY INVESTMENT SCHEDULE

Gross Admitted Assets as Reported
Investment Holdings in the Annual Statement
1 2 3 4
Investment Categories Amount Percentage Amount Percentage
1. Bonds:
1.1 ULS ArBASUNY SECUMLIES........veveeeeecvcecieict ettt sttt b s sss s ss s sassas st s s sessesaens | sesesssensas 2,589,992 | oo KT 2,589,992 | ...ccoevnnnn 9.8
1.2 U.S. government agency obligations (excluding mortgage-backed securities):
1.21 Issued by U.S. gOVEINMENE AQENCIES.........ccvivivireieieiieietese st b st s s snsessssesnns | cevesissens 1,923,071 | .o TA . 1,923,071 | oo 7.3
1.22 lIssued by U.S. government SPONSOred @QENCIES.........c.ovevrevruereiinsisieisessssssssssssssssssssssssssssessssssessssssssses | sssssesmmssssssssimsssssnssns | svessesseseens 0.0 [ [ e 0.0
1.3 Foreign government (including Canada, excluding mortgage-backed SECUMLIES).........ccccurvierrieiieiereeerseicisnes e | e 0.0 [ [ e 0.0
1.4 Securities issued by states, territories and possessions and political subdivisions in the U.S.:
1.41 States, territories and possessions general Obligations..............ccccvceeieiecnieseesee e eseenes | e [ e 0.0 [ [ e 0.0
1.42 Political subdivisions of states, territories & possessions & political subdivisions general obligations........ | ..c.ccoveveeervveeens [ everiieinnnnd 0.0 oo | e 0.0
1.43 Revenue and assesSMeNt OblIGAtIONS...........ccivviuiveiieieieie et
1.44 Industrial development and similar obligations
1.5 Mortgage-backed securities (includes residential and commercial MBS):
1.51 Pass-through securities:
1.511 Issued or guaranteed DBy GNIMA ..ot ssessssssessenes | sesessssssssssessssensssesins | censsesiesienad 0.0 [ [ e 0.0
1.512 Issued or guaranteed by FNMA @and FHLIMC..........cc.oovinrirninrrrsiesesisisnsisessessssssssssssssssssssses | sosssseenmsssssssssmsssssnsss | seesssssnseens 0.0 [ e 0.0
1513 AlLOTNET. ..ottt nenene | eeniene et nennenes | ceeeeeeneans 0.0 | oo [ e 0.0
152 CMOs and REMICs:
1.521 Issued or guaranteed by GNMA, FNMA, FHLMC 0F VA..........cooiiiierneseiesssisssssiessesssssiessesssssns | svssnesnnsssssssssssssssnens | svvesesesens 0.0 [ oovereveereriieieniens | e 0.0
1.522 Issued by non-U.S. Government issuers and collateralized by mortgage-backed
securities issued or guaranteed by agencies shown in Line 1.521.........cccoovrrnnrsinensineenneneneens | covesvennenens 683,634 | ...ccvvrrenne 25 | s 683,634 | ..covverennn. 2.6
1.523 Al ONET ..ottt bttt nenene | eevtene et neninenes | ceieeeeneens 0.0 | oo [ e 0.0
2. Other debt and other fixed income securities (excluding short-term):
2.1 Unaffiliated domestic securities (includes credit tenant loans rated by the SVO)..........ccocvevcvenevencsnssesennns | coeisiis 1,345,438 | ...coevnne 5.0 | 1,345438 | ..cooevnee. 5.1
2.2 Unaffiliated fOreign SECUMTIES. .......v.rierereeeieriieire ettt bbbt st enb st snstessns | freesessnesnsssssnetensnsns | coessesesnesnnes 0.0 [ e 0.0
2.3 AFFilIAEEA SECUMIES......vvvvevercreesrircreiscesesssess ittt enninens | cneessesssinensssensssnnsssane | ceereessesenss 0.0 | v [ e 0.0
3. Equity interests:
3.1 INVeStMENtS iN MULUAI FUNGS........c.vivriiicie sttt sttt [ sbertsenseesteninsessntens | cboessaenesnees (0 OO IS 0.0
3.2 Preferred stocks:
3.21 Affiliated
322 UNGFIlIALEG. .. ..oovverceerieicict sttt | st neniennis | s 0.0 | oo [ e 0.0
3.3 Publicly traded equity securities (excluding preferred stocks):
331 AFFIIBEEG. ..ottt [ strneesnnenessnenienni | s (001 TR ISR 0.0
332 UNQFfIlIALEA. ... eeoeerceeeerece ettt sesstnnsnns | wesnessnnsssnnsssenennnnetes | enesnneessiend (00 R S 0.0
3.4 Other equity securities:
B AFFIIBEEG. . vevoeeeeee ettt enntn | cerseernnssnnnsssensntnnntes | neesnneessieed (00} R SR 0.0
342 UNGFIlIGLEG. .....oovverceerieic sttt | e | e 0.0 | oo [ e 0.0
3.5 Other equity interests including tangible personal property under lease:
351 AFFIlIEEEG. ...ceveeveceici ettt | st | e 0.0 | oo [ e 0.0
352 UNGFfIlIALEA. ....eooveereeiercee sttt sttt st | werseennnesnsnsssenennnnntes | neesnnessined (001 RO SR 0.0
4. Mortgage loans:
4.1 Construction and land development
4.2 AGLICUIUIAL.....cvveetieeisciies ettt st bbb bbbt bttt
4.3 Single family residential PrOPEIHES. ........c.ru ettt sttt
4.4 Multifamily residential PrOPEIES..........cciiueiriierrersiieeiie st
4.5 COMMETCIAl IOBNS......ovrririiuiieiieieiei ettt
4.6 Mezzaning real EStAte I08NS.............vviriemrerei s
5. Real estate investments:
5.1 Property 0CCUPIEd DY COMPANY........ciriuiriiiiiiririiieiirieriiisseseeressessess bbbt essnes [ stentsemmsessensnssssessens | sooesssensssees 0.0 oo | veereieeenenns 0.0
5.2 Property held for production of income (including §.......... 0 of property acquired in satisfaction of debt)........c..c. | coevveveeveecenicriceeees [ e 0.0 [ [ e 0.0
5.3  Property held for sale (including §......... 0 property acquired in satisfaction of debt)...........cc.couerrrenrnrnriernenninns | eerrvsinsnssesnsnnnens | e (0 [ IR 0.0
8. CONACLIOANS.......ouvieeiiiitirii ittt bbbttt | sbenisenreen bbb | seeeniaeneeenies 0.0 [ [ e 0.0
7. RECEIVADIES fOr SECUMHIES......uvcveeiverieseiiiseee ittt [ sbenisenssestentseesnentaens | ceeesesenssnenes (00 OO I 0.0
8.  Cash, cash equivalents and short-term iNVESIMENES.........cc.ceiciieiiiccee st snsenes | enrerenns 19,254,556 | .............. 713 | 19,254,556 | .............. 73.2
9. OthriNVESIEA @SSELS.........coucviecieciceecteee ettt sttt s st s s ses s sesssssnaes | evssinsenes 1,190,477 [ ..o 44 ... 497911 | ... 1.9
10, Tl INVESIE BSSEES. ... vrerresiresssereeiissseeseseris s sttt sttt | crssesssons 26,987,168 | ............ 100.0 [ ..o 26,294,602 | ............ 100.0
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2.1

22

3.1
3.2

3.3

3.4

41

42

5.1
52

6.1

6.2

7.1
72

8.1
8.2

8.3
8.4

1.1

1.2

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

GENERAL

Is the reporting entity a member of an Insurance Holding Company System consisting of two or more affiliated persons, one or more of which

is an insurer?

If yes, did the reporting entity register and file with its domiciliary State Insurance Commissioner, Director or Superintendent or with such

regulatory official of the state of domicile of the principal insurer in the Holding Company System, a registration statement providing

disclosure substantially similar to the standards adopted by the National Association of Insurance Commissioners (NAIC) in its Model

Insurance Holding Company System Regulatory Act and model regulations pertaining thereto, or is the reporting entity subject to standards

and disclosure requirements substantially similar to those required by such Act and regulations? Yes [X]
State regulating? Michigan

Has any change been made during the year of this statement in the charter, by-laws, articles of incorporation, or deed of settlement of the
reporting entity?
If yes, date of change:

State as of what date the latest financial examination of the reporting entity was made or is being made.

State the as of date that the latest financial examination report became available from either the state of domicile or the reporting entity.

This date should be the date of the examined balance sheet and not the date the report was completed or released.

State as of what date the latest financial examination report became available to other states or the public from either the state of domicile or the
reporting entity. This is the release date or completion date of the examination report and not the date of the examination (balance sheet date).
By what department or departments? Michigan Ofice of Financial Insurance Services

Yes[X] No[ ]

No[ ] N/AT 1

Yes[ ] No[X]

12/31/2005

12/31/2005

12/11/2006

During the period covered by this statement, did any agent, broker, sales representative, non-affiliated sales/service organization or any combination
thereof under a common control (other than salaried employees of the reporting entity) receive credit or commissions for or control a substantial

part (more than 20 percent of any major line of business measured on direct premiums) of:

411 sales of new business?

412 renewals?

During the period covered by this statement, did any sales/service organization owned in whole or in part by the reporting entity or an affiliate,
receive credit or commissions for or control a substantial part (more than 20 percent of any major line of business measured on direct premiums) of:
4.21 sales of new business?

422 renewals?

Has the reporting entity been a party to a merger or consolidation during the period covered by this statement?
If yes, provide the name of the entity, NAIC company code, and state of domicile (use two letter state abbreviation) for any entity that has ceased
to exist as a result of the merger or consolidation.

1 2 3
Name of Entity NAIC Co. Code State of Domicile

Has the reporting entity had any Certificates of Authority, licenses or registrations (including corporate registration, if applicable) suspended
or revoked by any governmental entity during the reporting period?
If yes, give full information:

Does any foreign (non-United States) person or entity directly or indirectly control 10% or more of the reporting entity?
If yes,
7.21 State the percentage of foreign control.
7.22 State the nationality(ies) of the foreign person(s) or entity(ies); or if the entity is a mutual or reciprocal,
the nationality of its manager or attorney-in-fact and identify the type of entity(ies) (e.g., individual,
corporation, government, manager or attorney-in-fact)
1 2
Nationality Type of Entity

Is the company a subsidiary of a bank holding company regulated by the Federal Reserve Board?
If response to 8.1 is yes, please identify the name of the bank holding company.

Is the company affiliated with one or more banks, thrifts or securities firms?

If response to 8.3 is yes, please provide the names and location (city and state of the main office) of any affiliates regulated by a federal
financial regulatory services agency [i.€. the Federal Reserve Board (FRB), the Office of the Comptroller of the Currency (OCC), the Office of
Thrift Supervision (OTS), the Federal Deposit Insurance Corporation (FDIC) and the Securities Exchange Commission (SEC)] and identify the
affiliate's primary federal regulator.

Yes[X] No[ ]
Yes[X] No[ ]

Yes[ ] No[X]
Yes[ ] No[X]

Yes[ ] No[X]

Yes[ ] No[X]

Yes[ ] No[X]

Yes[ ] No[X]

Yes[ ] No[X]

1 2 3 4 5 6
Affiliate Name Location (City, State) FRB 0ocC 0TS FDIC

SEC

What is the name and address of the independent certified public accountant or accounting firm retained to conduct the annual audit?
Emst & Young, 171 Monroe Ave. BW, Suite 100, Grand Rapids, Ml 49503

What is the name, address and affiliation (officer/employee of the reporting entity or actuary/consultant associated with an actuarial
consulting firm) of the individual providing the statement of actuarial opinion/certification?
Tim Rice, Reden & Anders LTD, 222 South Ninth Street, Suite 1500, Minneapolis, MN 55402

Does the reporting entity own any securities of a real estate holding company or otherwise hold real estate indirectly?
11.11 Name of real estate holding company

11.12 Number of parcels involved
11.13 Total book/adjusted carrying value
If yes, provide explanation.
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12.
121

122
12.3
124

16.1

16.2

17.1

172

18.1

18.2

19.1
19.2

20.1

20.2

211

212

21.3

221
222

231

232

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

FOR UNITED STATES BRANCHES OF ALIEN REPORTING ENTITIES ONLY:
What changes have been made during the year in the United States manager or the United States trustees of the reporting entity?

Does this statement contain all business transacted for the reporting entity through its United States Branch on risks wherever located? Yes[ 1] No[ ]

Have there been any changes made to any of the trust indentures during the year? Yes[ 1] No[ ]

If answer to (12.3) is yes, has the domiciliary or entry state approved the changes? Yes[ ] No[ 1] N/AT ]
BOARD OF DIRECTORS

Is the purchase or sale of all investments of the reporting entity passed upon either by the Board of Directors or a subordinate committee thereof? Yes[ ] No[X]

Does the reporting entity keep a complete permanent record of the proceedings of its Board of Directors and all subordinate committees thereof? Yes [X] No[ ]

Has the reporting entity an established procedure for disclosure to its Board of Directors or trustees of any material interest or affiliation
on the part of any of its officers, directors, trustees or responsible employees that is in conflict or is likely to conflict with the official duties
of such person? Yes[X] No[ ]

FINANCIAL

Total amount loaned during the year (inclusive of Separate Accounts, exclusive of policy loans):

16.11 To directors or other officers

16.12 To stockholders not officers

16.13 Trustees, supreme or grand (Fraternal only)

Total amount of loans outstanding at the end of year (inclusive of Separate Accounts, exclusive of policy loans):
16.21 To directors or other officers

16.22 To stockholders not officers

16.23 Trustees, supreme or grand (Fraternal only)

Were any assets reported in this statement subject to a contractual obligation to transfer to another party without the liability for

such obligation being reported in the statement? Yes[ ] No[X]
If yes, state the amount thereof at December 31 of the current year:

17.21 Rented fromothers
17.22 Borrowed fromothers s
17.23 Leased fromothers s
17.24 Other s

Does this statement include payments for assessments as described in the Annual Statement Instructions other than guaranty

fund or guaranty association assessments? Yes[ ] No[X]
If answer is yes:

18.21 Amount paid as losses or risk adjustment
18.22 Amount paid as expenses s
18.23 Otheramountspaid s

Does the reporting entity report any amounts due from parent, subsidiaries or affiliates on Page 2 of this statement? Yes [X] No[ ]
If yes, indicate any amounts receivable from parent included in the Page 2 amount.
INVESTMENT
Were all the stocks, bonds and other securities owned December 31 of current year, over which the reporting entity has exclusive control,
in the actual possession of the reporting entity on said date, except as shown by Schedule E-Part 3-Special Deposits? Yes [X] No[ ]

If no, give full and complete information relating thereto.

Were any of the stocks, bonds or other assets of the reporting entity owned at December 31 of the current year not exclusively under the
control of the reporting entity, except as shown on Schedule E-Part 3-Special Deposits, or has the reporting entity sold or transferred any
assets subject to a put option contract that is currently in force? (Exclude securities subject to Interrogatory 17.1) Yes[ ] No[X]
If yes, state the amount thereof at December 31 of the current year:
21.21 Loaned to others

21.22 Subject to repurchase agreements

21.23 Subject to reverse repurchase agreements

21.24 Subject to dollar repurchase agreements

21.25 Subject to reverse dollar repurchase agreements

21.26 Pledged as collateral

21.27 Placed under option agreements

21.28 Letter stock or securities restricted as to sale

21.29 Other
For category (21.28) provide the following:
1 2 3
Nature of Restriction Description Amount
Does the reporting entity have any hedging transactions reported on Schedule DB? Yes|[ | No[X]
If yes, has a comprehensive description of the hedging program been made available to the domiciliary state? Yes[ ] No[ ] N/A[X]

If no, attach a description with this statement.

Were any preferred stocks or bonds owned as of December 31 of the current year mandatorily convertible into equity, or, at the option of the
issuer, convertible into equity? Yes[ ] No[X]
If yes, state the amount thereof at December 31 of the currentyear:
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24.

24.01

24.02

24.03
24.04

24.05

25.1

252

253

26.

271
271.2

281
28.2

291
29.2

30.1
30.2

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

Excluding items in Schedule E, real estate, mortgage loans and investments held physically in the reporting entity's offices, vaults or safety
deposit boxes, were all stocks, bonds and other securities, owned throughout the current year held pursuant to a custodial agreement with a
qualified bank or trust company in accordance with Part 1-General, Section 1V.H-Custodial or Safekeeping Agreements of the NAIC

Financial Condition Examiners Handbook? Yes[X] No[ ]
For agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook, complete the following:
1 2
Name of Custodian(s) Custodian's Address
Comerica Detroit, Ml 48275

For all agreements that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the
name, location and a complete explanation:

1 2 3
Name(s) Location(s) Complete Explanation(s)
Have there been any changes, including name changes, in the custodian(s) identified in 24.01 during the current year? Yes[ ] No[X]
If yes, give full and complete information relating thereto:
1 2 3 4
0Old Custodian New Custodian Date of Change Reason

Identify all investment advisors, brokers/dealers or individuals acting on behalf of broker/dealers that have access to the investment
accounts, handle securities and have authority to make investments on behalf of the reporting entity:
1 2 3
Central Registration Depository Number(s) Name Address
Munder Capital Michael Krushena 480 Pierce St, Birmingham, Ml 48009
Does the reporting entity have any diversified mutual funds reported in Schedule D, Part 2 (diversified according to the Securities and
Exchange Commission (SEC) in the Investment Company Act of 1940 [Section 5(b)(1)])? Yes[ ] No[X]
If yes, complete the following schedule:
1 2 3
CUSIP # Name of Mutual Fund Book/Adj.Carrying Value
25.2999. TOTAL 0
For each mutual fund listed in the table above, complete the following schedule:
1 2 3 4
Amount of Mutual
Fund's Book/Adjusted
Name of Mutual Fund Name of Significant Holding Carrying Value
(from the above table) of the Mutual Fund Attributable to Holding Date of Valuation

Provide the following information for all short-term and long-term bonds and all preferred stocks. Do not substitute amortized value or statement value for fair value.

1 2 3
Excess of Statement
Statement over Fair Value (-),
(Admitted) Fair or Fair Value over
Value Value Statement (+)
261 BONGS.....coiiiieiciiieisic sttt nenns | derensenins 25,610,839 |........... 25,523,700 | ..covverranen. (87,139)
26.2  Preferred SLOCKS. .........ccvivecveeeiieieciieeieseciessiesesesesssesissseeesenaens | coeresisssessesesssnsssesenses | ceversssosssesessesissesenes | sosresssisssssssesseesnsan 0
263 TOtalS ..o | eneneenn 20,610,839 [0 25,523,700 | i (87,139)
26.4 Describe the sources or methods utilized in determining the fair values:
Market prices for fair value is retrieved from a third party vendor named FT Interactive Data.
Have all the filing requirements of the Purposes and Procedures Manual of the NAIC Securities Valuation Office been followed? Yes [X] No[ ]
If no, list exceptions:
OTHER
Amount of payments to trade associations, service organizations and statistical or rating bureaus, if any? G 21,571
List the name of the organization and the amount paid if any such payment represented 25% or more of the total payments to
trade associations, service organizations and statistical or rating bureaus during the period covered by this statement.
1 2
Name Amount Paid
Michigan Association of Health Plans 21,571
Michigan Purchasers Health Alliance 17,642
Amount of payments for legal expenses, if any? B 104,423
List the name of the firm and the amount paid if any such payment represented 25% or more of the total payments
for legal expenses during the period covered by this statement.
1 2
Name Amount Paid
Foster, Swift, Collins and Smith 46,738
Leonard, Street and Deniard 46,685
Amount of payments for expenditures in connection with matters before legislative bodies, officers or departments of government, if any? G 0
List the name of the firm and the amount paid if any such payment represented 25% or more of the total payment expenditures
in connection with matters before legislative bodies, officers or departments of government during the period covered by this statement.
1 2
Name Amount Paid

27.2
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72

9.1
9.2
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GENERAL INTERROGATORIES (continued)
PART 2 - HEALTH INTERROGATORIES

Does the reporting entity have any direct Medicare Supplement Insurance in force?
If yes, indicate premium earned on U.S. business only

What portion of Item (1.2) is not reported on the Medicare Supplement Insurance Experience Exhibit?
1.31 Reason for excluding

Yes[ ] No[X]

Indicate amount of earned premium attributable to Canadian and/or Other Alien not included in Item (1.2) above.
Indicate total incurred claims on all Medicare Supplement insurance.
Individual policies:

Most current three years:

1.61 Total premium earned

1.62 Total incurred claims

1.63  Number of covered lives

All years prior to most current three years:

1.64 Total premium earned

1.65 Total incurred claims

1.66  Number of covered lives

Group policies:

Most current three years:

1.71  Total premium earned

1.72 Total incurred claims

1.73  Number of covered lives

All years prior to most current three years:
1.74  Total premium earned

1.75 Total incurred claims

1.76  Number of covered lives

Health test: 1 2
Current Year Prior Year

2.1 Premium NUMETator..........coevvvviveereieeieiiniens | covereresianenas 80,387,080 |....ccoveerirerrnn 86,008,943

2.2 Premium Denominator.........c.cceveerveeiveereeniies | eovvererenianenas 80,387,080 |....ccoveerirerrnnns 86,008,943

2.3 Premium Ratio (2.1/2.2).....ovrverrreeeerreersirereninns | ereeressssssssssssensnsas 100.0 | oo 100.0

2.4 Reserve NUMErator..........ccccueeveveeeveeveeisseeies | covevevevnnnnas 12,167,400 |....cccoocvvee. 13,565,321

2.5 Reserve Denominator.............cccoeceveerenneeniiies | covverersnianenas 12,167,402 |...covevvene. 13,565,323

2.6 Reserve Ratio (2.4/2.5)........covveneeneenenneenrnnnns | evesresseesssssssnsnenns 100.0 [ 100.0
Has the reporting entity received any endowment or gift from contracting hospitals, physicians, dentists, or others that is agreed will be
returned when, as and if the earnings of the reporting entity permits? Yes[ ] No[X]
If yes, give particulars:
Have copies of all agreements stating the period and nature of hospitals', physicians', and dentists' care offered to subscribers and
departments been filed with the appropriate regulatory agency? Yes [ X] No[ ]
If not previously filed, furnish herewith a copy(ies) of such agreement(s). Do these agreements include additional benefits offered? Yes[ ] No[X]
Does the reporting entity have stop-loss reinsurance? Yes [ X] No[ ]

If no, explain:

Maximum retained risk (see instructions):
5.31 Comprehensive medical

5.32  Medical only

5.33 Medicare supplement

5.34 Dental

5.35 Other limited benefit plan

5.36 Other

Describe arrangement which the reporting entity may have to protect subscribers and their dependents against the risk of insolvency including
hold harmless provisions, conversion privileges with other carriers, agreements with providers to continue rendering services, and any other
agreements:

Provider contracts include standard hold harmless language to protect consumers in the event of insolvency.

This protection is a benefit of the reinsurance coverage. PHPSM adheres to the statutory deposit requirement established under insurance code.

Does the reporting entity set up its claim liability for provider services on a service date base?
If no, give details:

Provide the following information regarding participating providers:
8.1 Number of providers at start of reporting year
8.2 Number of providers at end of reporting year

Does the reporting entity have business subject to premium rate guarantees?
If yes, direct premium earned:

9.21 Business with the rate guarantees between 15-36 months

9.22 Business with rate guarantees over 36 months

Does the reporting entity have Incentive Pool, Withhold or Bonus arrangements in its provider contracts?
If yes:

10.21 Maximum amount payable bonuses

10.22 Amount actually paid for year bonuses

10.23 Maximum amount payable withholds

10.24 Amount actually paid for year withholds

28

Yes [ X] No[ ]
............................... 1,394
............................... 1,656

Yes[ ] No[X]

Yes[X] No[ ]




swtement as of Decernber 31, 2006 ot P Y SiCians Health Plan of South Michigan

1.1

1.2
113
114
115
11.6

GENERAL INTERROGATORIES (continued)
PART 2 - HEALTH INTERROGATORIES

Is the reporting entity organized as:

11.12 A Medical Group/Staff Model, Yes[ | No[X]
11.13 An Individual Practice Association (IPA), or Yes[X] No[ ]
11.14 A Mixed Model (combination of above)? Yes[ ] No[X]
Is the reporting entity subject to Minimum Net Worth Requirements? Yes[X] No[ ]
If yes, show the name of the state requiring such net worth. Michigan

If yes, show the amount required. Fen, 6,713,750
Is this amount included as part of a contingency reserve in stockholder's equity? Yes[ ] No [X]

If the amount is calculated, show the calculation:
The amount represents the 200% authorized control level from the Risk Based Capital Filing.

List service areas in which reporting entity is licensed to operate:
1
Name of Service Area
Jackson County
Hillsdale County
Washtenaw County
Calhoun County
Ingham County
Lenawee County
Livingston County

28.1
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FIVE-YEAR HISTORICAL DATA
1 2

3 4 5
2006 2005 2004 2003 2002

Balance Sheet Items (Pages 2 and 3)

1. Total admitted assets (Page 2, Ling 26)............ocvvvreeerirnerrncerireerinerennens [ cevrvnresienennn 28,003,508 |......coccvvrnee 36,147,127 | ..ovvvrene. 33,264,983 |....coovvvvene. 31,421,620 |...occvvnn. 24,811,047

2. Total liabilities (Page 3, LiNE 22)........cc.rurwrrmrreirrrirceriserieseesesiseeeens | coverereseesens 14,751,932 | .coovvvvens 18,179,804 |....covvvvvrne 16,598,236 |.....cocvvvune 15,941,316 | .coovvveeenns 13,868,494

3. StALUOTY SUIPIUS.......oeverceeeieceeieesiceri s | ceenssneesenness 6,713,750 [...covvvivcrennes 7,098,316 |...covvreererenncd 6,731,894 | ... 5,743,112 | oo 5,480,962

4. Total capital and surplus (Page 3, Line 31).......c.couvvruevemmrrnecrinnrineerenernes [ cervnreiienenns 13,251,576 |...cvovvernees 17,967,323 | oo 16,666,748 |.....coevvevne 15,480,304 |....coovvenes 10,942,553
Income Statement Items (Page 4)

5. Total revenues (LiNE 8).......cccc.eweuuerirrrierirriisesissesssneesessiessesessenessenes | coesseseneesanes 80,387,080 |...ccovvvrennes 86,008,943 |......ccccoo.... 82,319,594 73,781,470 |...ocvvvevn. 67,336,600

6. Total medical and hospital expenses (Line 18) 71,271,305 | ..o 76,638,631 |...cvvorvernn. 71,904,467 60,394,847 | ..o 57,657,245

7. Claims adjustment expenses (Line 20) 2,938,803 |....coovirerirnne 3,438,575 |...covvrrerinnns 3,268,395 3,100,125 |..covvvvverrenne 2,588,611

8. Total administrative eXpenses (LINE 21).........c.evevieeueverereieieieseeseeenens | eeveeeesiesessenes 7,065,347 |..oovverenee 6,374,846 |.................. 6,410,286 |......ccoevnee. 6,191,541 |.ovvrrrene. 5,871,979

9. Net underwriting gain (10SS) (LINE 24).........c.ovvmmreimrrmrrerireneerenieresees | weeeesnresineeenns (888,374) | ..o (443,109) | ..ovvevrerirrernene 736,445 | .o 4,094,957 |...oooovvvrrrnne 1,218,765
10.  Netinvestment gain (10SS) (LINE 27)........ccourveerrmemmeiieiriseeeiesrireeseienins | ceieerieneeens 1,239,378 | ..o 849,026 |...ccovvrrirrrenen. 431,029 | ..o 369,576 |...ccvverririnnne 547,761
11, Total other inCOme (LINES 28 PIUS 29)......ccvururermrrrerrrimnereisneressseesessnssseeseses | sessessssssessessssssesssssessnens | sessesssnssessens 2,210,000 | ..vvveieeereieereeeeieesriees | e ssresines | ereseies e ssrsses s sessenes
12, Netincome or (I0SS) (LINE 32)......c.cvererinirnrrnrinnisnriessssessssessssssessessssssesseses | sessessesssessessenes 351,004 |..ccoovrrirenee 2,615,917 | .o 1167474 | .o 4464533 |...oovvine 1,766,526
Risk-Based Capital Analysis

13, Total adjusted Capital..........cooreurieirerereeee s | vt 13,251,576 |.covvirirene 17,967,323 | ..o 16,666,748 |..........c..... 15,480,304 |....covvenne 10,942,553
14. Authorized control level risk-based capital...........ccccceerireirirercesessiiens | cerrrresesenns 3,356,875 |[.covvierernn, 3,549,158 | ....ccovvrre 3,365,947 |..cvvrerne. 2,871,556 |....cccovvrernnn 2,758,205
Enroliment (Exhibit 1)

15. Total members at end of period (Column 5, LiN€ 7)........ccccvverereverniieriens | eoereieiereisinennns 21,857 | e 28,156 | .ooevreeiieins 29,310 | .o 29,222 | .o 28,062
16 Total member months (Column 6, LiNe 7).........ccovveverereiciecicsiiseieiieieiens | e 281,883 | .o, 338,321 | v 351,386 | .o 344,559 | ...oooovviiin 354,225
Operating Percentage (Page 4)
(Item divided by Page 4, sum of Lines 2, 3, and 5) x 100

17.  Premiums earned plus risk revenue (Line 2 plus Lines 3 and 5).......ccccceew. | veveververreencinennns 100.0 | oo 100.0 | oo 100.0 [ .o 100.0 | oo 100.0
18. Total hospital and medical plus other non-health (Line 18 plus Line 19)..... | ..ccevveveveirerirnnnes 88.7 | oo, 891 | 87.3 | 81.9 | i 85.6
19, Cost CONtAINMENE EXPENSES.......coevieiiriiieeicieieeie ettt sssaenes | svesesssssessssssensesinea 0.1 [ 0.1 | oo 0.1 | XXX [ ) .9 S
20. Other claims adjustment EXPENSES.........c.cvcvrireiriierieiieieieee e | e 36 [ 3.9 | 4.0 [ 42 |, 3.8
21. Total underwriting deductions (LINE 23).........ccceuverierereerieieiessieseieienns | v 1011 | e 1005 | oo 99.1 | e 945 | e 98.2
22. Total underwriting gain (10SS) (LINE 24).......c.ceivieiiierrieieieeie s e () ) [(0255) ) SR 0.9 | LI 1.8
Unpaid Claims Analysis (U&I Exhibit, Part 2B)

23. Total claims incurred for prior years (Ling 13 COL. 5).......coveuvverierreerveieies | cveeieiieininns 9,691,349 |...ccovvinne. 9457944 |................ 10,405,266 |.................. 6,766,634 |............... 11,294,012
24. Estimated liability of unpaid claims - [prior year (Line 13, Col. 6)] |« 12,516,948 | ..o 12,108,467 | ....coccovene. 11,716,533 | oo, 10,254,841 | ....ovvvvenne 12,380,313
Investments in Parent, Subsidiaries and Affiliates

25. Affiliated bonds (Sch. D SUmmMary, LINE 25, COL. 1)....iuiieriirieiniririienns [ errrsiniensenissssinnes | seesiessessssesensnsinnes | soneiesesssssssnssessssssnsses | sessssssessesessssmssesssssssnsses | sesessssessesessssassassessssneses
26. Affiliated preferred stocks (Sch D. Summary, LiNe 39, COL. 1)...c.ciiiieies [eviiinnniiensesieieies [ crsiniesiesssesessesinnes | coveissssssesssnsessesinsses | soossesessesessssssessssssinsses | sesessssessesessssasssssesssssses
27. Affiliated common stocks (Sch D. Summary, LiN€ 53, COL. 2).....c.civiivviiees [eviiirinniiennseiieieies [ evsniesesssesesseninnes | eoveiesssssesssssessssssnsses | eosssesessesesssmssessssssnsses | seessssessesessssassassessssess
28. Affiliated short-term investments (subtotal included in Sch. DA,

Part 2, CoL 5, LINE T1)...ucvciiciiieeicisisisseeet ettt ssssssssens | evssssessssssssesessesesssssssnss | sressesessesesssssssessssssesieses | sresesesinsesesssssssssssesesensess | sesesessssessssssesessesesessssess | sresssssssssssesessssessssssesinnes

29. Affiliated mortgage 10ans 0N FaAI ESTALE.............ccceieiicieeieeieeceeiies [t | eresiesssssssese e sssessnns | eresissesssesessssssesssssesises | sesresesssesesessesssssetesaets | teresssentesine e nntenes
30, All other affiliated..........c.ererrrrrirerreieieieessssese e | sesessessnssessessns 497911 | 2,108,181 | .o 2,153,244 | ... 315,759 [ .o 302,679
31. Total of above Lines 25 10 30........ccererurrmerreenmermsnrssseisssnressnssssnssssssnrsnes | senssssssssssssness 497,911 | oo, 2,108,181 | ..oovvrivrrrnnes 2,153,244 | ... 315,759 | ..o 302,679
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Statement as of December 31, 2006 of the P hyS | C | a n S

Health Plan of South Michigan

SCHEDULE D - SUMMARY BY COUNTRY
Long-Term Bonds and Stocks OWNED December 31 of Current Year

1 2 3 4
Book/Adjusted Par Value
Description Carrying Value Fair Value Actual Cost of Bonds
BONDS 1. United States......cccovvermerees [eerrrneieieininninns 4,513,063 | .cooeveeeereris 4,450,533 | ..covvrrierierins 4,557,704 | oo 4,495,000
Governments 2. CANAGA. ... | et | bbbt | Sbesb bbbttt | fesb et b eR et
(Including all obligations guaranteed 3. Other Countries
by governments) 4. Totals....ccoversresieneiisiannns
5. United States
States, Territories and Possessions 6. Canada.......
(Direct and guaranteed) 7. Other Countries
8. Totals
Political Subdivisions of States, 9. United States..
Territories and Possessions 10. Canada
(Direct and guaranteed) 11. Other Countries

12. Totals.....
Special Revenue and Special Assessment 13. United States
Obligations and all Non-guaranteed Obligations 14. Canada
of Agencies and Authorities of Governments 15. Other Countries...................
and their Political Subdivisions 16. TOtAlS......cviivrcrcrieicninens [ 0 [ 0 [ 0 [ 0
17. United States
Public Utilities 18. Canada
(Unaffiliated) 19, Other COUNIES......vucviiiiiiers | heiiiieiieiisieseiisiisissesiessssasens | eeresesissssssssesssssssessessessssessens | sosessesssssssessssesssssesssssessssessnss | sesessesssssssessssasssssesssssssessasnes
20. Totals
Industrial and Miscellaneous and 21. United States.......cocoveuveenees [ cevvrniineiieieinnennes 2,029,072 | ..ovoririniiineenas 2,004,463 | ....c.overieriiriinnnn 2,068,438 | ..o 1,999,571
Credit Tenant Loans 22, CANAAA.......eeeererererrrireirees [ cererieriniie s | crestens sttt ensr et ess st s stents | sessessenssessesses s esses e ssnsesenres | srsestesse st ee st et saes
(Unaffiliated) 23, OthEr COUNMIES. ...rvviivieries | errerieiiessiesssesiessssesessessssesins | sresessessessssesssssessssessessessssessns | ossessessessssessnssesassessnssnsessasans | ossessessssessessnssssessassnssnsassesans
24. Totals
Parent, Subsidiaries and Affiliates 25. Totals
26. Total Bonds... 6,542,135 | ... 6,454,996 | ...

PREFERRED STOCKS 27. United States
Public Utilities 28. Canada
(Unaffiliated) 29. Other Countries..
30. Totals....ocoveiiisiieicins
31 United States
Banks, Trust and Insurance Companies 32. Canada
(Unaffiliated) 33, Other COUNIES. ...vuevieeriiiies | eoreeieierisiessssersssesssssessssessns | ossessssessssessssssassessnssssessnsans | eessesessonsessnsessassessnsessessesansans
34. Totals
35. United States
Industrial and Miscellaneous 3B, CANAAA..... e [ cerreei et | sttt ettt | nebet ettt
(Unaffiliated) 37. Other Countries......c.ccccovenas
38. Totals....coooererereinisciniins
Parent, Subsidiaries and Affiliates 39. Totals....oooivrrrereisrsriniians
40. Total Preferred Stocks......
COMMON STOCKS 41. United States
Public Utilities
(Unaffiliated)

Banks, Trust and Insurance Companies
(Unaffiliated)

Industrial and Miscellaneous

(Unaffiliated)
Parent, Subsidiaries and Affiliates 53. TotalS.....coooveeririreierrins
54. Total Common Stocks.......
55. Total StOCKS...cvuresrsresmnrenss | corereeiraisisisisiniisnseseesnees [0 O 0
56. Total Bonds and Stocks....|........ccccccceevnnene. 6,542,135 | ..ovvirererisiiennnnd 6,454,996 |.......occovrrrrirennnad 6,626,142

Amortization of premium
Foreign exchange adjustment:
8.1 Column 15, Part 1

8.2 Column 19, Part 2, Section 1
8.3 Column 16, Part 2, Section 2

8.4 Column 15, Part 4
9. Book/adjusted carrying value at end of current period
Total valuation allowance....

Bonds and Stocks
1. Book/adjusted carrying value of bonds and stocks, prior year..............cc..... 8,174,243 7.
2. Cost of bonds and stocks acquired, Column 7, Part 3.............ccooevrveriniennns 1,272,581 8.
3. ACCTUAl Of dISCOUNL........cvveeece ettt 15,130
4. Increase (decrease) by adjustment:
4.1 Columns12-14,Part1......cccccvvvvvvvreriririnnn
4.2 Columns 15-17, Part 2, Section 1.................
4.3 Column 15, Part 2, Section 2......... .
44 Columns 11-13, Part4.......coovvvreerrnien. 0 10.
5. Total gain (loss), Column 19, Part 4............cccovuvrreirineneeseeeseseeies (31,105) 11.
6. Deduct consideration for bonds and stocks disposed of, Column 7, Part 4..... 2,842,996 12.
13.

32

Subtotal (Lines 9 plus 10)....
Total nonadmitted amounts
Statement value of bonds and stocks, current year..

SCHEDULE D - VERIFICATION BETWEEN YEARS

45,717

0
6,542,136

6,542,136

6,542,136




swtement as of Decernber 31, 2006 ot P Y SiCians Health Plan of South Michigan

SCHEDULE T - PREMIUMS AND OTHER CONSIDERATIONS

Allocated by States and Territories

1 2 Direct Business Only

3 4 5 6 7 8
Federal Employees| Life & Annuity
Guaranty | Is Insurer Accident Health Premiums and Property/

Fund Licensed? & Health Medicare Medicaid Benefits Program Deposit-Type Casualty
State, Etc. (YES or NO)|(YES or NO) Premiums Title XVIII Title XIX Premiums Contract Funds Premiums

ATIZONA......cviieeiiiee e
Arkansas
California
Colorado
CONNECHICUL.......evvecvereerea
Delaware
District of Columbia..
Florida
Georgia
HaWai. ..o
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Maryland......

Massachusetts. . U
Michigan...... oNO.ooot | ..81,308,054 |.
Minnesota..........ccoveviveiercrieerenna
MISSISSIPPI....vvvrvreverrerieieisieiseiseienenne
MISSOUFi....vvvvieeiiceesee s
MONtANA. ...
Nebraska.........ccocveviesinreesieeens
Nevada........cocvveenrneienseesesis
New Hampshire..........coorvreurienrenens
NEW JEISEY....covveiereiieieisie e
New MeXiCO.......ccovvrereireerriiereeinad
New York
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Vermont...
Virginia....
Washington..
West Virginia...
Wisconsin....
Wyoming..
American Samoa.
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U.S. Virgin Islands.........cccocerrurneereencenns
Northern Mariana Islands
Canada........cooererrereernrrneeneeneeeeeeeees
Aggregate Other alien
Subtotal
60. Reporting entity contributions for

Employee Benefit Plans............ccccoevevees | onee XXX [ e XXX otviee [ eerriremmeeeinmeineeneiens | ereinsieeieeneissesseesiees | eeesssnsseeseiessnesenseses | sreessiessesessssessensesnnns | stseseiesisssesnesessenseenns | eesereenesenee e ena
61. Total (Direct BUSINESS).........ccvvrrrreerrrerans [ cenee XXX....... [C) T 81,308,054 |....ccvvrrirrrrrriad (V) [ (0 (0] [ (V) I 0

oo o1 a1 n
© © N o

BB03. oot
5898. Summary of remaining write-ins for line 58 from overflow page..........
5899. Total (Lines 5801 thru 5803 plus 5898) (Line 58 above).......ccovvrevrres | worrrerieneerseinnninas [ I 0

Explanation of basis of allocation by states, premiums by state, etc.

(@) Insert the number of yes responses except for Canada and Other Alien.
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Statement as of December 31, 2006 of the PhySiCianS Health Plan Of South MiChigan

SCHEDULE Y - INFORMATION CONCERNING ACTIVITIES OF INSURER MEMBERS OF A HOLDING COMPANY GROUP
PART 1 - ORGANIZATIONAL CHART
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